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CHAIRMAN DICK FLOYD: My name is Dick Floyd. I'm
sitting in for Norm Waters who came up with a case of flu or
something this morning. So we're sort of stuck with a Chairman
who's was just going to be sitting in on the h~aring. Mr. Waters
has done all the preliminaries on. the hearing and all.
Apparently we're talking about portable amusement ride safety and
state contracting procedures. I usually get some sort of a
statement to read to make it sound like I know something about
this business, but we'll dispense- with that because I would look
sort of funny reading Norman's statement. So we'll just move
right into the testimony.
We're going to call what we're dealing with this morning
"ride safety", and "contracts" this afternoon. So, we'll just
roll on. I assume that everybody's been programmed pretty well
on this thing. The -first testimony comes from Mr. Steve Chambers
with the Western Fairs Association, who is no doubt an expert in
ride safety.
·
MR. STEVE CHAMBERS: Mr. Floyd. Good morning. Steve
Chambers. I work for Western Fairs Association. I'm here just
to give some background on the current law because we have
sponsored ride safety legislation in the past, some of which you
are familiar with. Just as background, we represent one hundred
sixty member fairs throughout North America and all the state
supported fairs in the sta.te of California. California has the
best ride safety record in the country. However in 19831 we
worked· with Senator Ray Johnson on his Senate Bill 1177 to
tighten up atid make some chang~s in ride safety laws. You, at
that same time, Assemblyman Floyd, were working on .ride safety
legislation involving theme parks in the state. So, we were
careful to work with you and separate out our legislation to make
sure that we dealt only with portable amusem~nt rides safety.
Ray Johnson's legislation, Senate Bill 1177, made many changes in
the law. For example, it made not having a permit a misdemeanor,
it ·mandated the reporting of accidents. But perhaps the most
important change that we made was that we lifted the twelve
dollar per hour cap on ride inspection permit fees that OSHA was
a.l lowed to charge at that time. In working with our carnival
owners and with OSHA, we felt that this real~y deterred OSHA from
getting out there and inspecting rides as frequently as we would
like to see them do. They were under a statutory limit of twelve
dollars per hour. At the time when we we~e 9iscussing this with
OSHA, they were saying that they would seek a rate which would be
comparable with elevator inspection costs, which would be
thirty-five to forty dollars per hour. Subsequent to the passage
of that legislation, OSHA received approval for a seventy-three
dollar per hour limit, which we felt was a little high at the
time. However, we were all trying to work together to improve
and keep California's good record in this ar~a. Two of our
biggest concerns, _when this legislation was passed, revolved

around reporting procedures. We wanted not only for Cal-OSHA to
provide annual reports on ride safety and ride accident
·
information to the Division of Fairs and Expositions, we also
wanted to see that information go to our member fairs. Since
that time, we have not s·e en the kind of reporting that we would
like to see~ · As far as giving some real statistical information
for our fair managers and fai~ board directors, we think it is
very important when fair boards are evaluating carnivals
throughout the state and awarding contracts that they get some
type of concrete information on that carnival's performance in
the area of safety. Fa~rs need this information to make good
decisions. As you're -familiar with, we di.d away with high bid
situations many years ago for . the _specific reason of safety. We
did not want fairs to get into a situation where they _had to
award the contract to _the top dollar provider, because we wanted
fair~ to consider things like accident performance and other
factors. So, I just wanted to give that...
·
CHAIRMAN FLOYD: Whoa, whoa, ·what other factors do you
want to consider other than the rate and the accident, what were
the ·other factors that you ··re concerned with?
MR. CHAMBERS: Employee behavior, cleanliness, things
like that. Cleanliness of the operation. But mostly our
.
concerns with OSHA, of course, revolved a-round safety. We don't
expect OSHA to evaluate •••
.
CHAIRMAN FLOYD: Any complaints with OSHA?
MR. _CHAMBERS: We would _like to see better reporting.
And I'm sure that the people · fram OS~ - can testify as to what
their guidelines are.
CHAIRMAN FLOYD: OSHA's doing an incredible job, are
they not?
MR. CHAMBERS: Well, I'm not familiar with the ride
inspections themselves. That's not my _area of expertise. I'm
just saying that we would like to see our fair ~anagers and the
Division of Fairs and Expositions given more information on
OSHA's reporting practices: What they've heard about accident
ratios, etc.
CHAIRMAN FLOYD: You, as representing ; fair managers;
feel . that you don't have adequate information bn their ·inspection
or reports and accidents?
,
MR. CHAMBERS: No. For·many years, we had in the state
of California - we still have what is called the "qualified in
advance list." And the "qualified i~ advance list" is merely a
method in which the carnivals . in California can post all ·their
insurance requirements with the state. Then, the "qualifi~d in
advance list" kind of gives an impression that all who are on it
·are equal in terms of other standards_, such as ride safety.
However, this is not a factor in the "qualified in advance list."
So we had hoped, we had actually mandated in the law, that OSHA
would submit reports to the Division of Fairs and Expositions,
Department of Food and Agriculture, detailing their inspection
process - how many rides they inspected, what ac~idents were
reported to them, what they felt was the cause -of those
accidents. And we hoped that, by lifting the twelve dollar per
hour limit, they would also be able to increase the expertise of
their inspectors by sending them to s~fety seminars and other
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things that are provided for ride inspectors throughout the
state. Now again, whether or not they have done this and the
actual details of the inspecting process, I think would be best
left to asking carnival operators who are here, or ride
inspectors, things like that. I just wanted to give a
background, the legislative history of what's happened to here.
And again, your committee was working at that same time on theme
parks and _their ride safety practices, which are sepa~ate and not
under OSHA. They're under local building codes, as you know.
Any other questions?
·
CHAIRMAN FLOYD: No, I have none.
MR. CHAMBERS: Okay, thank you.
CHAIRMAN FLOYD: Thank you.
The next person on the list is a Mr. Sam Johnston,
Midway Of Fun, Inc.
MR. SAM JOHNSTON: Good morning Mr. Floyd. My name is
Sam Johnston and I own and operate Midway of ·Fun. Midway of Fun
is a traveling California carnival that, besides operating the
traveling carnival part, operates two amusement parks, one of
which is Funderland here in Sacramento at William Land Park, the
other which is Funderl·and which is operated just ·south of Lodi,
north of Stockton,· Mickey Grove Park. I've been in the carnival
business all my life. My parents were in the business before I
was. We have operated rides throughout 35 or more locations,
each year in the states of California, Oregon and Nevada. I was
basically asked to come this morning before the committee to
explain the experiences that I have had with the Carnival Ride
Safety Program and basically what I do. I think one of the
things that we need to discuss is the accident record that has
happened in the past. We have been very instrumental in reducing
the amount of accidents caused by any carnival ride, whether it's
located in a park or whether it's located in a traveling carnival
operation; we have been instrumental in reduqing the accidents
caused by mechanical failures.
CHAIRMAN FLOYD: Who is "we?"
MR. JOHNSTON: The industry, I'll say.
CHAIRMAN FLOYD: The industry.·
MR. JOHNSTON: I'm also a ··Director of the Outdoor
Amusement Business Association, and th~ir statistics indicate
that appr_oximately 15% of the accidents tl')at have been caused or
have happened in the last years have been caused primarily
because of a mechanical failure of some .sort, while 85% of the
accidents that have happened have been caqseq primarily because
of operator or patron misconduct whether the operator fails to
make sure the customer is properly seated in the device or
whether the customer decides to stand up while the device is
operating and is injured in the process or what. It's my feeling
today that we're attempting to address an area that nonetheless
needs to be addressed, is not the most crucial part of ride
safety. Ride safety is people. And I think last year I sat with
the Department of Industrial Safety and we attempted to put
together some type of ·requirement for ride operators, a training
program and things like that. That didn't materialize last year.
There was an attempt made but regardless of what happened, a lack
of time or lack of wha~ it didn't materialize. It's my feeling
··-·- :::-- _J __ ----·-··-----------------.

as a carnival operator and an amusement park operator there's
very little difference between the operation of this type of
equipment, whether it's located in a carnival atmosphere or
whether it's located in an amusement park. A Tilt-A-Whirl is
still a Tilt-A-Whirl, whether it's operated at a park or whether
it's operated in a carnival. They both are erected the same way,
they're both operated the same way. The park may have more
pizzazz around its piece of equipment and it may look a lot
better. The carnival will have lighting and things like that
around it and it will operate at night time and things like that.
But, nonetheless, the operation method is still the same. My
feeling is that there should be no distinction between amusement
park safety and carnival ride safety.
CHAIRMAN FLOYD: Wait a minute. What is the distinction
that you are calling attention .to that you don't think should be
there?
MR. JOHNSTON: Well, at the present time, there's no
inspection procedure for any amusement park operation in the
State of California.
CHAIRMAN FLOYD: There's no difference in your mind,
then, in one that moves from one place to another, set up for
four days or so, than one at Disneyland that's up there forever,
is that right?
MR. JOHNSTON: As far as they relate to a need to
inspect the rides and make sure that the rides are put together
correctly and will operate safely.
CHAIRMAN FLOYD: I think you'll have a hard time making
that argument with this particular legislator. There is a
difference. The difference is anything that is taken down and
put up, taken down and put up; it's a little. different standard
than the one that is sitting there and is very permanent. I
think that you missed the point completely. Are you trying to
tell me there is no difference between the ride that moves from
one place to another and the ride at the permanent park? Because
I think there is a difference.
MR. JOHNSTON: I have to respectfully disagree because
there is no difference. The rides are basica~ly manufactured the
same. The only difference is that the ride that moves every week
has the opportunity to be dismantled, inspected and put together
again. The ride that is sitting there in the park for 2 or 3
years is probably never dismantled in that time and is given a
visual inspection.
.
CHAI~N FLOYD:
Well, whoa. I've been through every
park in this state; I've seen all their procedures; they have a
maintenance schedule where they do take apart things and inspect
them; and it's marked of·f with a lot of regularity. The idea
that there is more wear and tear on something that is taken ·
apart, put back together, put on a vehicle, I'm not saying it
makes it any safer or · unsafe, but there is a distinction and
we're here to deal with only the portable ones, so it doesn't
matter whether there is a distinction or not. Okay?
·
MR. JOHNSTON: I again will have to disagree.
CHAIRMAN FLOYD: No, you won't have to disagree; we're
not dealing with permanent. We only deal with portable and
that's where you're going to keep your testimony aligned to,
because we aren't going to get into that other world.
-· ···--·--------~- ... -· ··-· . ·······--·-.-----·-·-------~
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MR. JOHNSTON: Okay, I'll do that, I'll keep it tuned to
the carnivals. But let me just s.a y that there are some basic
needs, in my opinion, that relate to the carnival and the
carnival operation. First of all I think that's it's very
necessary that there is some type of ride trainer and ride
operator certification program, whether it's done by the carnival
opera'tor itself and the state oversees this, or Cal-OSHA oversees
this, or what, but today there needs to be some type of training
so that we do, in fact, know that a Tilt-A-Whirl operator is
qualified to operate the Tilt-A-Whirl, or the Zipper operator is
qualified to operate the Zipper, or the Ferris Wheel operator is ·
qualified to operate the Ferris Wheel.
.
CHAIRMAN FLOYD: What you are saying is that everybody
who is a ride operator at this carnival should be certified or
something like that?
MR. JOHNSTON: There should be some· type of formal
training and some type of documentation that he has been given
the basic steps in how to operate that ride, whether it's a push
button, start/stop station that .he is operating, or whether it's
a clutch and brake assembly, with balance and counter weights and
things like that. There should be some type of documentation
that the operator is qualified. I know in my carnival I do
document this. I document training of my people.
CHAIRMAN FLOYD: In the world of carnival rides, sir,
where would you. place your operation; on the big operations;
small operations, amount o~ rides you have?
MR. JOHNSTO~: I operate 20 rides on.the carnival. I
have a total of 44, 24 of which are operated in parks.
CHAIRMAN FLOYD: They never move out of that park?
MR. JOHNSTON: Not normal!~. ·
CHAIRMAN FLOYD: So how many of them move, 20?
MR. JOHNSTON: Twenty of them move and in today's
carnival world that's probably a small operation. ·
CHAIRMAN FLOYD: And your operators are all trained
and ••.
MR. JOHNSTON: We document who trained that operator
even to the fact that it is a start and stop switch, yo~ have to
turn the switch on, and they watch for the kids, d.o they watch
for the ~xpression on the kids' faces, to determine whether they
are expe~iencing an enjoyable ride or whether they're sQared and
going to bale out, and if they are scared and are going to bale
out, you had better b~ prepared to shut t~e ride down and know
how to shut the ride down.
·
CHAIRMAN FLOYD: I'm scared of every damn one of those I
get on.
MR. JOHNSTON: Our operators are, too, and so am I every
time we start one of them up and it appears that some of the kids
are going for their first ride and you can have ·an unfortunate
experience.
, .
One of the other things is an accurate reporting of
accidents and what constitutes an accident. We have a lot of
cases where someone jumps out of one o~ the car rides, there's a
Rugged Buggy, an umbrella type ride, a kiddy ride that goes
around in a circle, and they get scratched or scraped and their
parents pick them up and take them off and maybe they go to the
- 5 -

hospital and get cheqked out or something like that. There's
absolutely no reporting of that to a·nyone or anything. By the
same token, if one of the cars happens to come off the loophole
plane and someone is seriously injured, the ambulance comes and
they go to the hospital an~, of course, that·accident is
reported. We, unfortunately, hear of all the major accidents in
the industry; the minor ones, a lot of them we just don't hear
about or they just basically go away, much the same as a kid who
was playing in the back yard and scraped his knee or scraped his
hand would just basically disapp·e ar. We have a lot of these
incidents, as we refer to them, in the carnival business and
these are reportable if there is some way we can prevent them.
It appears now, with today's legal system and everything, the
attorneys are out there advertising that if you're injured, come
and see us, and we have a problem with all kinds of claims as to
people being injured, and a lot of these people we are not even .
aware of their being injured at the time of the injury.
They'll
come back three or four months later with a letter from an
attorney, and we have a problem that we have · to face up to or
that our insurance company faces up to and consequently our
insurance rates rise and...
·
CHAIRMAN FLOYD: Yes, ·but you just previously testified
that all your employees, all of your operators are trained to
keep an eye on the kids • 'eyes to see if they are scared or
whatever. The same well-trained operator watching the kid's face
- is he scared or is he enjoyable,. he misses seeing somebody
tumble off the machine·?
MR. JOHNSTON: The point I'm making is, he will not be
able to get, or I should rephrase that and say that the question
is, is that a reportable accident?
CHAIRMAN FLOYD: The law says in Section 7914, "Each
operator of amusement rides should report or cause to be reported
to the division immediately ~Y telephone each known incident
where maintenance operation or use of amusement ride results in a
fatality or injury of any person, unless the injury does not
·
require medical service other than ordinary first aid treatment."
So I think the ·law is pretty clear. Somebody then comes back at
you then (that • s the operator)·, that • s ·y our own package, if it
requires more than just first aid, then there you have it. It
has to be reported according to the law of the State of
California.
MR • .JOHNSTON: Yes, I understand that, but the point I'm
trying tO make iS 1 and perhapS_ it IS not Very Clear 1 that We dO
have ~roblems with people claiminQ that they have beco~e injured
on a ride and we have no way of knowing it, and it's a problem
with the operation of the carnival. I . understand what the law
states - my point is that there is that problem.
.
CHAIRMAN FLOYD: What would you suggest that we do about
that problem?
·
MR. JOHNSTON: Well, I'm afraid I don't have a solution
at this particular point. I'm expressing the problems that the
carnival· operator has at this particular time.
CHAIRMAN FLOYD: Are you satisfied that the law is
adequate in relation to the enforcement of amusement rides in the
State of California?
- 6 -
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MR. JOHNSTON: Yes, I am.
CHAIRMAN FLOYD: Are you satisfied with the job that the
agency Cal-OSHA is doing and their investigating and doing their
job as far as...
·
·
MR. JOHNSTON: I have no problem with the job that
Cal-OSHA is doing, I have a very good rapport with my inspector
here in Sacramento, and we pass a lot of information back and
forth as to carnival operations and safe ride operations, I have
no problem with that. I also feel, and this I think is in
response and also relates to Steve Chambers' question, as to how
do you qualify a carnival in advance and how to qualify their
ride safety record in advance, and things like this. This is one
of the problems. with contr~cting with California Fairs - it's
hard ·to explain to Fair Board me_m bers and some managers the
difference between a safe operation, such as one that has a ride
trainer program and has a formal maintenance p:r;ogram and. things
like that, and operators. that don't have that~ It's hard to
comprehend· that. I don't, in my opinion, believe that some of
the Fair people understand and accept.
CHAIRMAN FLOYD: · Okay.. Do you think that you have a
fair shot when ·you bid on some of the fairs? . I mean, you're
saying that some of - the Fa~rs people, it~s hard to explain, are
you walking into a stacked_deck, is that what you are saying?
MR. JOHNSTON: No, I think it's di~ficult to explain the
degree of safety operation that you have or one carnival would
have versus. another carnival. The degree here is, I think,
important. One .carnival may have the bare necessities while the
other carnival may go two or three steps beyond that and, of
course, I think this is obvious in their loss ratio and in their
safety records. I really feel that it's important that a
carnival have a formal ride inspection program and the
inspections are documented, and the deficiencies are . found and
noted, and the corrections are noted and who has done this and
how . it has been done. I feel this is something that, perhaps,
should be addressed.
In summary, I think we have a . good pro9ram irt the state
of California. I just think it needs to go a couple of steps
further - one of which is perhaps some type of ride operator
training or documentation where the Cal-OSHA people can review
it, and the other is ~orne type of formal ride inspection program
wher-e the Cal-OSHA people can review it. We did make an attempt
last year to start it, but for some reason, shape or form it
neve~ got off the ground.
.
CHAIRMAN FLOYD: Okay, I've got in front of me the
Carnival Evaluation Criteria that people use. I'll ~et down to
the safety record, which is what we are interested 1n. The
liability and loss record for the past two years - you get 10
points for that.
MR. JOHNSTON: That ' s co.r r ec t •
CHAIRMAN FLOYD: What for? Havi~g a record, or having a
good one?
MR. JOHNSTON: For having a good record.
CHAIRMAN FLOYD: And the proper license and mechanically
so.u nd rides - you get 10 points for having a ' record or a good
record?

- 7 -

MR. JOHNSTON: A good record.
CHAIRMAN FLOYD: And the people making th~s evaluation
are whom? Carnival managers?
MR. JOHNSTON: No, the people making that evaluation are
the Fair Directors, the Fair Board members.
· CHAIRMAN FLOYD: I see, and they are experts on that
base, they're not experts ~n (inaudible).
MR. JOHNSTON: They'r~ not experts in any way, shape or
form.
CHAIRMAN FLOYD: In other words, you can get 10 points
depending on whether the guy who is making this wants to make it
for you or wants to make it for somebody else, right?
MR. JOHNSTON: That's correct.
CHAIRMAN FLOYD: In other ·words, you don't always walk
into a situation where you are evaluated on a criteria that is
the same for your show as the next three shows?
MR. JOHNSTON: That's correct.
CHAIRMAN FLOYD: A guy can look at this and say, "I
ought to give my friend 10 points, and the other guy, I don't
know him, so he gets 3." And I'm making that evaluation just as
a non-expert person, just what I read. Is that right?
MR. JOHNSTON: The carnival owners and/or their
insurance companies furnish that information .
. CHAIRMAN FLOYD: Who provides the information?
MR. JOHNSTON: The carnival owners and their insurance
companies provide that informatio~.
.
.
CHAIRMAN FLOYD: I see. Under threat of perjury, do
they provide that information, or is it just a sheet of paper?
MR. JOHNSTON: That's a piece of paper, a~d wha~ my
statement is that piece of paper does not necessarily •••
CHAIRMAN FLOYD: In other words, you could lie like hell
on that piece of paper?
MR. JOHNSTON: You possibly could.
CHAIRMAN FLOYD: You could say I'm a good guy, there are
just a couple of little things bu~ they were (inaudible).
MR. JOHNSTON:. There are other items that you may not be
aware of at the time you are making that proposal.
CHAIRMAN FLOYD: My staff tells me that Cal-OSHA's
citations are not .taken into account on this safety record and
this 10 points. Is that correct?
MR. JOHNSTON: As far as I know.
CHAIRMAN FLOYD: And then you people are bitching about
Cal-OSHA. I mean, they do the job and then these people don't
look at· them?
MR. JOHNSTON: It's unfair for a good carnival
operation, is what I'm saying. Because where they woulQ have a
higher score in items like this, it doesn't in effect come into
play.
CHAIRMAN FLOYD: It's sort of like hiring a truck driver
and not looking at his 502 record, isn't it?
MR. JOHNSTON: · That's correct, that's very much so.
CHAIRMAN FLOYD: Well, that's interesting. Maybe we
ought to be talking more about the other part of this thing,
contracting, then we are safety.

- 8 __ ., _________ ---· ......·-----------·-----··----·----·-------·---·-··-·
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MR. JOHNSTON: I think these two segments tie hand and
hand together with the fair industry and the carnival industry in
the state of California~
. . CHAIRMAN FLOYD: Thank you very much. I think this is
going to be interesting as we continue on with this. Do we have
any people on this list testifying who make this decision?
They're going to be on next? Okay, I'm going to change this
because I .want to get into some of these things - who makes the ·
decision. Miss Armstrong. She makes these decisions? For Food
and Ag. Let's get Miss Armstrong up here to explain the
procedure' and how this thing really works.
MS. ESTER ARMSTRONG: My name is Ester Armstrong, I'm
the Assistant Director for the Division of Fairs and Expositions,
Department of Food and Agriculture~ As I understand, you want to
talk about the contracting procedures?
CHAIRMAN FLOYD: No, I want to talk about what the
gentleman just brought up. We have your evaluation criteria.
The safety record • .-.we're told that ••• I'd like to know, how does
·one go about maximizing the point system that you seem to have
established here?
MS. ARMSTRONG: Okay, let me give you some history. In
1985, I became the Assistant Director. Early in 1985 it was
determined by General Services and the Auditor General that the
Fair Carnival contracts were not meeting the 1985 contract law.
. In mid-1985 we contracted with Peg Rogers, who was a
consulta~t who was doing business on rewriting contracts, working
with General Services, so we put her under contract to come up
with a package that was acceptable to General Services and met
the law.
In November we introduced this package to fair managers
in the state of California, which was held in Reno. We had
permission from the Governor's office to hold our Western Fairs
Managers Conference in Reno.
CHAIRMAN FLOYD: This is not just California fair
managers, I mean, it's for everybody?
Ms ·. ARMSTRONG: No, no, they're from western states and
Canada, etcetera.
Immediately after that, starting when they went out for
an RFP or an IFP, which are the two proposed methods by General
Services, county fairs, citrus fairs, and all the district
agricultural associations followed suit. And we went through
that and Carol •••
CHAIRMAN FLOYD: In other words, wait a minute, pardon
me. You came up with this package, and every county fair and
such just follows suit with this, they fall in line.
MS •. ARMSTRONG: There is some subjectivity that they can
add for what they need for their own uniquenesses in their own
area regarding the carnival promotion.
CHAIRMAN FLOYD: Basically, once y9u folks establish
something, then that's going to be adopted all the way •••
MS. ARMSTRONG: I think it was to bring some continuity
in what they were going to be evaluated ori. You know, I don't
make the .decision who gets what carnival. I'm not in that
busi~ess.
I just want to make sure everybody has equal
opportunity. It's the board of directors of the fairs make that
decision of what carnival is playing.
·-·-· ·-----·- .. ----------·----------------·-"''"'""---9 -- - ......-------·--...... ....- ---· ---·--------- ·--------·-----·

CHAIRMAN FLOYD: But once the criteria is set, that
pretty well sets it all the way through, then?
MS. ARMSTRONG: Yes, and •••
CHAIRMAN FLOYD: There could be some restriction ••• , in
other words, _the ones that get approved by the ••• , who meet this
criteria, once everybody's doing the same thing, then throughout
the •••
MS. ARMSTRONG: We have a 11 qualified in advance list, 11
and what that means is that all their documents are on file at
the Division of Fairs and Expositions. They do not have to be on
that list, and we send them to people that are not qualified on
that list. If they are to bid on an RFP on that individual fair,
all of their papers have to come in at that time, rather than
having them on file.
CHAIRMAN FLOYD: And that includes the insurance papers?
MS. ARMSTRONG: Yes, it does.
CHAIRMAN FLOYD: Do you do any investigation once they
turn in these things?
MS. ARMSTRONG: Yes, we do.
CHAIRMAN FLOYD: And the insurance carrier is qualified
and you verify that they are, in fact, licensed with the
insurance?
MS. ARMSTRONG: Yes, I'll let Carol go into that.
CHAIRMAN FLOYD: But you do check all that carefully?
Anybody who says, 11 TtHs is my· insurance certificate .. , that it is
real, licensed, you know that? Okay.
MS. ARMSTRONG: Let me tell you, then in 1986 I saw the
need of getting a special assistant on board that had expertise
in contracts. To my left is Carol Chesbrough. She is a special
assistant from General Services who has a lot of expertise in not
only state contracts but also had a lot of work with _the· Energy
Commission. And then in January of '87, we're adding a limited
term person at the Division of Fairs and Expositions who has
expertise in contracts who will go around to fairs and sit in on
some of these bid or RFP sessions and also will be putting a·
handbook together. As to the prequalified list, etcetera, "I'd
like to turn it over to Carol Chesbrough.
·
MS. CAROL CHESBROUGH: Good morning. My name is Carol
Chesbrough. I was hired in September of this year by Ms.
Armstrong to act as her special assistant. Primarily the two
areas that I was com~ng to assist in w~re with contracting and
legal issues concerning the fairs. Prior to coming to the
Division of Fairs and Expositions, I was an attorney at the legal
office of General Services.
The first thing that I'll address is the 11 qualified in
advance list. 11 What happens out at the Division is that once _a
year, as a matter of fact it went out last week, we send out to
all carnival contractors and we also send all the fair managers,
the specifications to qualify in advance for operation at
district, county, and citrus fruit fairs.
.
This is primarily done for the convenience of both the
carnival operators as well as the district fairs, county fairs,
and all the fairs that use carnivals. Some of the things we
require in there to qu~lify for advance are a performance bond or
appearance bond of $50,000 or a cashier's check, or it could be a
- 10 -

certified letter of credit. There are other options for those
who do not choose to prequalify that are explained in each
individual RFP that's let by the district, so yo~ do have another
opportu~ity to qualify at a later date.
You also are to provide
a notarized statement listing all adult rides, kiddie rides,
basical~y to talk about all the different pieces of ~quipment
that are a part of your show that you will be using in your bids
to all -the fairs. Also they are to provide a notarized statement
that all rides will be properly licensed prior to operating at
any fair. Also a statement of prequalification and ex~erience as
a carnival operator and, at a minimum, we require the full name
of the business, the number of employees, federal identification
numbe-r, state contractor's identification number, length of time
in business, business headquarters, whether or not they're
authorized to do business in the state, list of references (not
less than five) including financial institution and vendors with
whom the operator does business, list of all fairs and
celebrations where they've performed in the last twelve months,
insurance certification for $2 million combined single limit.
What happens with the insurance certification is the Division
does not have expertise in approving insurarice certifications.
We rely on the Department of Insurance within the Department of
General Services. As a standard course, we torward all insurance
certifications to the Division of Insurance within the Department
of General Services. The General Services Legal Office requires
that all these insurance certifications be found satisfactory
prior to approval of contracts. So this is always done prior to
the approval of a contract, and we do it when we're seeking to
place a bidder on a prequalified list. We go ahead and send, as
a matter of course, the insurance certificate down there.
· They are also required to have a valid worker's comp
policy covering the time for the fairs. If they want to have
someone else represent them, we require a notarized statement
authorizing that agency. We also require a statement of
disclosure made under the penalty of perjury detailing any
lawsuits, legal claims pending or unresolved, at the date of
submission of the qualifying document.
· We also tell the carnival operators that even if they
don't, if they're not prequalified, they do have· a chance later
on, as I said, to ·qualify at each individual fair; and also the
list is not to be interpreted as establishing a preference. It's
merely an administrative tool to try to collect all the papers at
the Division s~ that, if a fair is intereste~ in bidding the
district could just contract us and make sure that all the papers
are in order. They're supposed to be qualified at all times, and
if we get word that anything is not right with their
qualification~, they also agree in advance that this will qualify
us to take them off the list at that point in time.
CHAIRMAN FLOYD: Okay. This is, then, where the
evaluation criteria is made from these documents or something.
like that?
MS. CHESBROUGH: The carnival evaluation criteria that I
believe you're referring to is given as an example. · This was
given last year. It's not attached this year. It was given last
year as an example of the factors that could be considered when a
- . . --- .-11- -, ___.,_____ . - ·-·-·-·-·-·- -----· .,.._,_., ______ ,______ -

carnival was bidding. These are just a guideline. A fair could
change in the individual category depending on what they felt the
needs of that particular fair were, what they were interested in.
What this is, then, is the evaluation and selection committee,
an9 each fair board uses this evaluation and selection criteria
to score the proposals that they receive.
CHAIRMAN FLOYD: But they do use.the information that
you provide from this prequalification list?
MS. CHESBROUGH: Well, that means that they're
prequalified, that they can bid and that they've met the
insurance requirements, etc. However, each time they propose,
they're required to submit all the information in these different
categories. Because obviously when you're going to submit your
information, I think we called for it on February 27, 1987, if
you're playing ~11 year, things are going to happen. Whether
they're accidents, whether they're lawsuits, whether they're
insurance questions, they're going to come up all during the
year. So we want them to fill that out each time that they bid,
so that the fair has the most current information.
CHAIRMAN FLOYD: The prequalified, do you list those, do
yo~ grade those, this is qualified A, B, c, _or D?
MS. CHESBROUGH: No, we don't grade those.
CHAIRMAN FLOYD: Does anybody verify the information
that's turned into you?
· MS. CHESBROUGH: Yes, we attempt to verify all the
information. One example was the way that we deal with the
insurance certificates: submit them to the Division of Insurance
for General Services. They have one of their authorized agents
go over them and make the approval. That's a requirement that
you must meet before you can get your contract approved.at
General Services.
MS. ARMSTRONG: If I can inj·ect something here. Even at
fairs, I mean carnivals, that aren't qualified, we work with them
too trying to get them qualified on "the qualified in advance
list."
CHAIRMAN FLOYD: This does not apply to the State Fair?
MS. ARMSTRONG: No. Correct.
CHAIRMAN FLOYD: Cal-Expo's on their own.
MS. CHESBROUGH: They're a separate legal entity and so
they have their own •••
CHAIRMAN FLOYD: So they don't take advantage of this
prequalification and this insurance certification and ·all that?
That is a different world, right?
.
MS. CHESBROUGH: Well, I don't know that they're a
totally qifferent world. They have to have their insurance
approved, too, by the Department of Insurance before they can get
their contract approved because that's the general method that's
followed at General Services. So they'd have to go through that
step too •. Whether or not they develop and keep their own list, I
don't know.
CHAIRMAN FLOYD: They don't prequalify, they . don't use
your prequalification ••• And yet they use the same operators,
they use quite a few of them, right?
MS. CHESBROUGH: They could use it if they wanted to.
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MS. ARMSTRONG: They're a state-supported f~ir. They
could use our list if they· wanted to.
MS. CHESBROUGH: We do this as a matter of convenience,
too. I mean, we could go through these things every time, and we
do ask for the same referepces every time beca~se we are trying
to insure that, at the time the carnival operator bids, the
information is there and it's current and we can check it out.
CHAIRMAN FLOYD: What happens when something changes?
MS. CHESBROUGH: Well~ it depends. If it ~hanges and we
have notification of it, we would look to see whether or not it
would affect their eligibility, that would be the first issue:
and it would also affect the points that they get.
CHAIRMAN FLOYD: You're notified of each serious
accident and such that happens with anyone that you've
prequalified? How do you know what happens down · the line? You
prequalify this month, ·three months from now ' the ferris wheel
falls down. You're notified of that? ,
MS. CHESBROUGH: Well, the carnival operator has a
responsibility under the prequalification · to notify us of any
changes that might affect its prequalification, so that's one
thing and most of them· do let us know when something happens.
The other. way we would find out would be through Cal-OSHA or
through the ride inspection program or through, now, the
California Fair Insurance Authority, which is our carrier for the
distric~ .agricultural associations: and ·we would know through
them because they would be going out to make their investigations
of any accidents that were reported. ·
CHAIRMAN FLOYD: Okay. ·You feel, then, that this being
one of the responsibilities laid on you ~Y l~w in California
that ••• What do you feel about the California carnival business?
Do you think ~e're one of the best, one of the worst, in the
middle?
MS. CHESBROUGH: What do I feel about it personally?
CHAIRMAN FLOYD: Well, no~ I don't give a damn what you
feel about it personally. You're a lawyer. You're in charge of
this thing. How would you evaluate it?
MS. CHESBROUGH: Well, considering that I've only been
involved . in it for three months, I_ don't think that t can make a
very good evaluation of that· ·right now. I ~aven't even been
through an enti'refair system. I've been th~ough, I think, maybe
two fairs occurred after I came to . the D~vision, one of which I
attended, the Big Fresno Fair.
.
.
CHAIRMAN ~LOYD: so· the criteria th~t you're testifying
about here ••• you're really not all that sure whether it's all
that good or all ·that bad yet.
MS. CHESBROUGH: I don't have the experience of dealing
with ••• That's exactly right, but I feel that that's why I'm
here, to find out how it works and wnat we can do to change it.
CHAIRMAN FLOYD: Then perhaps you're there because
somebody's worried whether it "was right? No position?
·
MS. ARMSTRONG: I don't think we were worried whether it
was right or not. ! ·think we wanted to make sure we were
following the 1985 contract law. There were big· changes at that
time, and that is- when we · had some problems. And we want to make
sure that there's alw~ys equal opportunity for all •
.-
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CHAIRMAN FLOYD: Do you have much in the way of
complaints from operqtors, in particular, or from fairs?
MS. ARMSTRONG: In which regard, Sir?
CHAIRMAN FLOYD: . In the way you run the program.
MS. ARMSTRONG: Well, I think we're not a perfect
program but I really have faith in what we do, yes.
MS. CHESBROUGH: We're also responding to, if I could
just throw this in, an Auditor General Report that was prepared
and issued, I think it was January of this year, and one of the
parts of the Division's program they spoke to was the carnival
contracting, and at that point in time they were concerned that
not enough emphasis was made to price, to the cost, to the bid
amount. So the two concerns that we're trying to balance here
are the safety and qualifications, experience of the operator
with what's the value that the state receives. And that's what
we're trying to address.
CHAIRMAN FLOYD: That's a tough one to hit, isn't it?
MS. CHESBROUGH: Yes, it is and it's tough to do and
we've been trying to do that and when we've got ••• I think that,
from my experience, see, at the first part of the year I was at
General Services and one of ' my clients was Fairs and Expositions,
and I thought this system. worked quite well the first year out
that they were using it. The complaints that were made through
the Public Contract Code can be hand+ed through a
dispute/resolution process, the bid protest process. The(e were
three of these that dealt with carnivals that I was hearing
advice on last year at General Services. There is a way to
resolve disputes if they co~e about in the bidding process.
That's exactly what happens. The complaints that we get outside
of that we try to work with. If they're legitimate, we respond
to them.
.
CHAIRMAN FLOYD: How precise is this ••• and I have to go
back to this ' safety record, the liability loss record ••• point
system? How precise is it in whether you're going to get ten
points, twenty points, or one point? In other words, you~ point
system would be the same at one fair or another, you'd still be
doing the ••• , your points are going to be attributed on some sort
of.~., this is how you get ten points, this is how you get two,
and not just somebody's idea of what should be tended to?
MS. CHESBROUGH: Exactly. And I think that you have hit
on one of the difficulties with the point system. Unfortunately,
that was one of the requir·e ments., basically, from General
·.
Services that we got, and t~e one thing that we're trying to do
is educate the Fair Board because normally the evaluation
selection committee is compri.sed of a committee of the fair board
which are appointed officials...
·
CHAIRMAN FLOYD: And not experts.
MS. CHESBROUGH: No, that's right. They don't
necessarily know anything about t~ese issues and so what we're
doing is providing training for them, too.
CHAIRMAN FLOYD: Is there a great chance of personal
favoritism, sliding somebody in or out of it on this type of
rather loose criteria and whether I can give you ten points or
two points?
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MS. · CHESBROUGH:· I guess my opinion would be that, since
there are so many . independent personalities, make up the fair
board that don't necessarily agree on anything, that if you put a
committee together of different personalities, those kind of
issues will .be balanced out. I mean, what else can we do?
CHAIRMAN FLOYD: I don't know. That's what I'm asking
you. You've been putting out all these guidelines and such and
you're determining somehow~··
·
MS. ARMSTRONG: Let's remember these guidelines were
required by General Services.
·
CHAIRMAN FLOYD: All right. General Services is sort of
like that group of uninformed individuals on the fair board she's
talking about. I don't think there's too damned many experts on
something here. But when you go in to bid on one of these ••• ,
say you're in the carnival business and .you go in to bid, you
ought to know that your .record, your .liability loss records, this
thing, is good for ten points if· you're right and it's not' good
fot two points if the fair manager doesn't like you. I see a
great opportunity here for some rather uneair competition in this
business. As long as it's just somebody's idea of whether you're
worth ten or two points (inaudible), tho~e people are not ••• You
know, the fair boards ought to haye staff somewhere that grade
somebody. I meari, you get graded two, ·four, six, eight. I mean
this thing ·looks worse than the Pentagon -thing wh~n you just say,
"Hey, I don't like the guy's looks so he gets t~o points. He's
got all this st~ff, but •• " And. he doesn't know from on~ fair to
another whether his two points are goo9 each time with no
changes, is that right? There's too much ••• ·
.
MS. ARMSTRONG: ·No, you're dealing with appointments by
the Governor or by the Board of Sup~~visor Associations, those
are what make up the board of directors •••
.
CHAIRMAN FLOYD: You're also · dealipg, Ma'~m, with a ·
situation that there's lot of . talk about if I go $2,000 under the
table I can ~et this thing whether. I ~ m qualified 'for ten points
on this one or ten points on the.other one, and that puts the
state in big trouble and other ·people in big trouble.
MS. ARMSTRONG:. I would hope t;hat does not occur.
CHAIRMAN FLOYD: Do you think that wouldn't occur? .
·Ms. ARMSTRONG: I have no proof of it occurring~
CHAIRMAN FLOYD: Absolut~ly, I know. _If you ever had
proof of it, the son of a bitch would be in jail.
MS. ARM~TRONG: That's. right.
.
CHAIRMAN FLOYD: But let.' s as-sume - that not ·everybody is
as straightforward as you and I •.
MS. ARMSTRONG: Weli, my whole idea is I'm trying •••
CHAIRMAN FLOYD: I would bet my li'fe on it. It happens,
okay?
MS. ARMSTRO~G: I would like to really. ; ., and why. I
have Carol· and why I'm having the contract specialist is to
refine our ·system. I feel, just like we have state rules which
we run by for exhibits, that we provide equal opportunity for
all, and I think that is the intent, to · fall within and -comply
with the 1985 contract law.
CHAIRMAN FLOYD: That's a great etatement ·that we
politicians are supposed to to make.
15

MS. ARMSTRONG: Aren't I one?
CHAIRMAN FLOYD: Not bad at this point. Equal
opportunity sounds great. I want you to come up with fair,
competitive opportunity for all, where there is no difference one
from another. And if you're going to, this General Services
package, going to make yourself do this great favor for all the
fairs throughout the state that we're laying out the policies for
and making your job easier, which I understand this does, I mean
they can just look to you and say, "Hey, that's the way we're
going to go. We're going to lean on you for guidelines and all."
~ just want to make certain we're not making it more difficult
for some people to do business than it is for others.
MS. ARMSTRONG: I would hope not.
CHAIRMAN FLOYD: Me, too.
MS. ARMSTRONG: In fact, the lady that did the
contracting put the first package together, we did _have a meeting
with all carnival owners last year in November at the Beverly
Garland, we met with them collectively, because I think it's a
partnership. Fairs and carnivals are a partnership. The same
with concessionaires.
CHAIRMAN FLOYD: Well, Carol. You're going to have a
lot of fun with· this, and we're sure that you'r~ going to look at
these things. And next we're going to start hearing from some of
the people that have to live by your guidelines and see how much
equal opportunity for all they feel there is at this point.
MS. CHESBROUGH: Well, we welcome their suggestions.
CHAIRMAN FLOYD: I'm sure you do. Thank you very much.
All right, who -is one of these guys? Which one?
Kirk Breed. There's a guy in here masquerading as Kirk
Breed, wearing a tie? Doesn't have a hat?
MR. KIRK BREED: I.left my hat over there.
CHAIRMAN FLOYD: I see.
MR. BREED: I hope it's sti~l there when I get through,
Mr. Chairman.
CHAIRMAN FLOYD: Mr. Breed, you•ve been involved in this
thing most of your adult life, it's my understanding, one way or
the other. What do you think about this bidding PfOcess?
MR. BREED: Mr. Chairman, my name is Kirk Breed. I was
formerly the manager of the California State Fair at Cal-Expo.
After that, it was two years since I held that position~ I've
been doing contract work with various individuals, companies,
etc. While I was the manager of the California State Fair, I
thought the requests for proposal process was a pretty good deal.
And that is one of the so-called bidding provisions that's
provided not only by the 198S law, as was r~ferred to before, but
was even in effect prior to that. Now, the request for proposal
process, as a fair manager, is a good opportunity; in fact, · I
think the best opportunity of selecting who your favorite guy is.
If you've got a favorite contractor and he comes in with a
proposal and, hopefully under the competitive process other
contractors come in with proposals, in the scoring or evaluation
sheet that you have there before you, it's an ideal opportunity
to select your favorite guy. And I've never been a great one
with arithmetic, but you don't have to be that smart to be able
to prejudge and preevaluate and determine by the difference of
- 16 -
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one or two points w~o's going to come out ahead. The people who
are doing these evaluations really are not all that expert and
look to the fair manager, in .this case, to guide them and direct
them as to how many points should be given under each category.
Within the codes of the government, there are
opportunities to compete and to· select a bidder, I think, on a
more competitive basis and on a more fair basis. The term "fair"
has ·.been used here, I think, quite loosely. But the system right
now is not really all that competitive, other than the category
termed under financial consideration. In that respect, one
bidder can establish a financial consideration over another
bidder. In the case of this last Cal-Expo bid tor carnival
contractor, even that was somewhat cloudy in the final
determination, becaus.e you were, in essence., . comparing apples to
oranges even in the financial consideration.
What I would propose, looking at this from ~oth sides,
as a ~~ntractor and also ••• , and I did submit a bid here this
last year, not for carnival operation but for other types of
performance contracts, in the contract code there are two .
procedures which I think more competitively suit the system or
the industry. One .is the competitive bid process. In the
competitive bid process, what has to happen is tha~ the ••• , in
this case the fair takes the respon$ibility of defining the
specifications that they want. Those specifications, in terms of
performance, not only in terms of money., but also specified in
terms of safety, required safety record, required insurance, that
that insurance be of a required nature, also type, quality,
number of rides·, this puts the onus of responsibility on the fair
requesting the contract, forcing them to lay out, just as if they
were going to build a bridge or build a building, exactly what ·
they want and where they want it -located.
This allows those
people competing to comp~te on the basis of specifics and
objective determination as opposed to a wide subjective program
of favoritism which I personally feel is taking place right now.
The other system is the sole source system. Th~ sole
source system for the last four years has been discouraged-by the
Department of General Se~vices, but, is an adequate and excellent
system of determining ·who your contractor is going to be.
Interesting enough, the law does provide for a fair to select on
a sole source basis. Other contractors in the entertainment
business - for example, if a fair wants to have Willie Nelson to
perform at their fair, they can sole source through Willie
Nelson. They can-get him, because there is no other Willie
Nelson, and by golly, they're going to get him. The same thing
should hold true with many other areas of contracting that are
unique to that fair - be they local people, or local contractors
that they feel have been there for many years and can do a better
job. And if they can justify, ~egally · justify, the fact that
they have chosen this contractor on a sole source basis and go
through the process of justifying, and they should be allowed to
do so, rather than be discourag~d by the Department of General
Services • . Those would be my recommendations. One, that the
industry get rid of this request for proposal process, because I
think it's contributing to the delinquency of fair managers and
these directors who are liable for some of the decisions that
- ~1- ~--

they're making. And put in its place a competitive bid process
and a sole source process where the fair is guided and required
to put forth very specific sets of specifications and plans which
these people can competitively bid against.
CHAIRMAN FLOYD: Outside the state of California, how do
most of these ••• do other states have this balance? · I know that
you have been involved, ••
·
MR. BREED:
Mr. Chairman. In the rest ••• in the
greater ••• the _lower forty-eight states, or forty-seven states,
the gambit is as broad as it is long. There are so many
different techniques and approaches to bidding -- that ev~rything
from the real good system that I ·grew _up with, which was the old
crony system that we used back in Oklahoma, where, by golly, he's
my buddy and I want him in there, come hell or high water~ to a
very sophisticated system_ of competitive bidding. And I feel
that that holds true throughout the United States, much more so
than this system that we use. I don't know of any other state
that uses thia system.
CHAIRMAN FLOYD: Isn't this ·sort of old crony system-by God, this is my buddy and we're going to make certain that we
do a whole lot of paper work ••• but it's still the bottom line,
I'm the fair manag·e ·r ,, and this is my friend. • • He's going to get
it. I'm going to make this subjective evaluation on a point
schedule and voila! .Guess ~ho ~ins?
MR. BREED:
Yes, that's true • . In fact, fair managers
have told me...
· ·
·
CHAIRMAN FLOYD: This is not competitive, really.
MR. BREED: No, and I've been guilty of this as much as
anybody. Of selectin'g the contracto·r that you want the most. In
the case of •••
CHAIRMAN FLOYD: Somebody back ' there has something to
say, but they will get a chance when they get up here to say
something else like that. Mouthing off back there, you're going
to be out the door; whoever did it: Go' ahead.
- MR. BREED:
No, I ••. fair managers have told me on
occasion that he, no matter. on how many bids or proposals he gets
in, he still is going to select the one that he wants. Nqw, that
could have been accomplished just as legally or just as well by
going through either the sole source process or competitive bid
process.
CHAIRMAN FLOYD: Tbe system we use at this point, as
opposed to a competitive bid process, could it have the effect of
favoring people not only at one fair but throughout this
buddy-buddy system and freezing somebody out of t~e business~
MR. - BREED:
Well, I think so. What has happened, at
least when I was managing the California State· Fair, there was
kind of a very loose blacklisting process that was conducted
through Western Fairs whereby they would determine whether, for
whatever reason. ·. • I think in all fairness, most of_ these were
good reasons ••• either the guy wasn't paying his bills or
whatever-that a contractor should not be used. I don't know of
anything illegal about that. But it's still possible for all
these people to get together and determine who should get the
biggest amount of the business.
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CHAIRMAN FLOYD: In fact, a couple of years ago ! .•. when
we had a Joint Fairs Committee, as a member, somebody from some
group, was saying yes, they get together and they trade
information about the . bad guys, good guys, and this type of
thing. And they, several legislators thought that was pretty .
good. I thought it was restraint of trade. I thought it was
pretty rotten, that you can sit together, because if you· can weed
out the bad guys by a little cooperation between managers from
throughout the state, you can also weed out a guy, not a bad guy,
but a guy you don't like too much. And so I'm concerned about
it, I'm concerned in this thing that there is a restraint of
trade. There is a restraint of· competition. And sooner or
later, somebody's going to prove one of those little meetings
where they do .that •. And somebody's going to suffer greatly. And
it's probably the taxpayer from suits and ~his type of thing.
And maybe somebody is going to jail on just restraint of trade or
putting somebody out.
MR. BREED: Well •••
CHA~RMAN FLOYD:
I think it's a very dangerous
situation. When you've got contracts and you're letting- I
guess these things - I mean, there are some bucks involved here.
There's a couple of b~cks. I think we're letting ourselves in
for a grave situation when there is something other than
objective competitive·bidding. And, I'll say this for
Carol .•• after three months- maybe you really want to look at
that and see if some of these things aren't just borderline on
keeping the business one way or the other. Maybe we'll talk
about that later.
MR. BREED: Mr. Chairman. · Just one other item. One
thing, in terms of looking at the fair industry throughout this
country and also in Europet I feel that the industry here in
California is the best industri that I've seen- the best, best
representation of the industry. ·The people involved in the
industry, be it private contractors, contracting services in
goods with the industry or be it ·the government part of the
industry, the fair managers and fair board, by and larga are
trying to do right. And~they want to do right.
CHAIRMAN FLOYD: I agree. I think that one of the big
problems we have here is mixing apples anq oranges - government
and business. They don't understand each other all that well
most of the time. And it's always a problem, who's on top.
Who's making the decisions. Decisions made on a good business
basis or mad~ on a bureaucracy basis. Or even, God help 'em,
when the Legislature gets involved. When we pass something that
they've got to live with and we absolutely don't know anything
about it, we'll wind up beating the hell out of Esther for
something we do. There's no question about . that. Thank you.
Who's next? We got someone from the audience. Okay,
why don't we do Gene Marquart, State Insuranqe Association, so we
get all of the factors here. This is not 'my hearing, this is
Norm Waters' hearing. I want you to know that. We'll get all
the factors here and then people who use it or abuse it, or
something, one way or another, can then have their, I don't
know .•.
MR. GENE MARQUART: Excuse me, Mr. Floyd. I'm •••
- - 19 -

CHAIRMAN FLOYD: Smile, Ron, It ain't all that bad.
MR. MARQUART: Mr. Floyd., I'm Gene Marquart, State
Insurance Officer·and Chief of the Office of Insurance and Risk
Management, General Services, who get involved in the review of
the insurance policies that com~ . up in the various contracts that
we're .discussing.
.
. CHAIRMAN FLOYD: You're the gentleman that the previous
attorney said, "We just send it over to him and he tells us
whether it's good or bad."
MR. MARQUART: Yes.
CHAIRMAN FLOYD: Is it 'good or bad, mostly?
MR. MARQUART: Mostly, they're good, sir.
CHAIRMAN FLOYD: Tell us .about the bad ones. Everybody
hears abou~ the good ones.
MR. MARQUART: Well, certainly with the insurance crisis
that has been with us .for the last several years, there has been
a very difficult time for carnivals, concessionaires, anq fairs,
as a matter of fact, to buy insur~nce at a reasonable price or to
get it with companies that are highly rated so that it has been a
very difficult time for the •••
CHAIRMAN FLOYD: For the world to buy insurance.
MR. MARQUART: Especially the higher risk as
underwriters perceive this business to be high risk business
because we have a lot of people involved. So that the fact of
the insurance companies and 'how they are rated has been of
greater degree of concern in the fair industries of the last few
years. At the present time, I'm sure you're aware there are over
ninety insurance companies in the state of California that are on
the Insurance Commissioner's watc~ list, which means that they
have some concerns and that we are going to, not we, but ·that
they are watching to see if they should continue to do business
in the state.
CHAIRMAN FLOYD: Out of all the ipsurance companies
throughout this, that we do business in this state, how many of
them actually w~ite into this industry?
MR. MARQUART: Write in the industry? To my knowledge,
~t the present time, there is only one carrier that is writing
carnival business that is admitted in this state.
CHAIRMAN FLOYD: Which carrier is th.a t?
MR. MARQUART: Aetna Insurance Company is for some
carriers! and some of the rides and some of the fairs. Most of it
is - most of the carriers who are writing in ·this business are
companies doing business out of the state . who are admitted to do
business, who have qualified to do business in the state through
either the Insurance Commissioner's office or as it's delegated
to the Surplus Lines Authority. So, we are dealing with and
reviewing policies with companies that are either admitted by the
Insurance Commissioner's office or approve9 by them qr approved
by the Surplus Lines Association. And those are the contracts
that, when we get contracts and have insurance certificates or
policies, those are the ones we try to evaluate.
MR. MCFETRIDGE: Mr. Marquart.
CHAIRMAN FLOYD: Put your mike up.
MR. MCFETRIDGE: If a nonaqmitted insurer surplus line
carrier does do business in the state of California, does the
-
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broker who writes that policy have to be licensed as a surplus
line?
MR. MARQUART: It is my under$tanding that it has be a
California surplus line broker that either writers it or signs
for it in the state of California.
MR. MCFETRIDGE: Thank you.
MR._MARQUART: We are particularly •••
CHAIRMAN FLOYD: Let's end this whole thing. End of
this.
MR~ MARQUART:
we have had some experience,
historically, with at least two carriers who had financial
problems within this state, whe~e they were not able to pay
claims that occurred after they went bankrupt. In those
instances, either the state's general funds or the fair funds
have had to respond to the judgments for those particular claims.
Those that occurred, then have cost the general fund and/or the
special funds of the fair, some hundred and fifty-thousand
dollars so far. So we do have financ~al reasons to check them
out as carefully as we can. So, that, as Esther said ••• excuse
the cough.
MR. MCFETRIDGE: Do you check (inaudible) when F and E,
for instance, send you a certificate of insurance or a policy
by •••
MR. MARQUART: First, yes. First of all, it it's a
carrier that is known -to us as a mainline carrier that is known
to the people in ·my office, we ·may or may not, depending on how
recently we have done it, we may or may not c~eck the BEST
rating, which is a rating company that rates all the insurance
companies in the country. We'll check to see if it's okay. If
it is a company that is not listed in BEST because .it's fairly
new, because it is a company we call it a pup company, a
subsid~ary type· company, we will try to find ~ut where that
particular company is licensed and talk with ·the insurance
commissioners in that state. We will talk with the Insurance
· Commissioner's office in California. We will talk with the
Surplus Line Association to try to g~t the ·information that is
necessary for us to get a 'feel for the financial responsibility
so that we can approve the company. If they are involved in the
California Insurance Guarantee Association, ·that, of course .gives
us another cushion, if you will, should they go broke, so that we
would have a fund from which we could - claims could be paid
without coming to the ~tate's general fund. · So what we do is, we
first of all go to the publications, then we go to the va~ious
regulatory authorities in the state of California. And if
necessary, we'll go to the insurance commissioner or the
regulatory authorities in the state in which they're domidiled to
get as much information as we can on which to make a judgment of
their financial strength.
MR. MCFETRIDGE: You referred to a number of companies
that became insolvent and had claims against them. How were they
satisfied? Were they approved companies?
MR. MARQUART: This occurred, frankly, before ••• one of
them was not approved. It was not something we had any knowledge
of at the time it was purchased. The other carrier was approved
for surp~us line writing, but it was not a member of the
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California Insurance Guarantee Association, so that w~en they did
have financial problems, they were not involved in that program.
So it required the state general fund - to respond to the claims.
This occurred, as I say, a little ahead of the crisis that has
made everything focus on this at the level that we are at the
present time.
MR. MCFETRIDGE: Well, could that situation occur right
now with •••
MR. MARQUART: Well, I'm sure that it cquld occur.
Certainly the possibility of it happening is lessened because of
the attention that not only our office but other regulatory
agencies are paying to the companies that are ·doing business in
the state of California. I would, if I may ••• when there is a
prequalification of carnivals and/or rodeo companies ·o r whatever
for the state supported fairs, those policies that are given at
the time of the prequalification are asked to name the stat~ as
additional insured so that we will get notices if there is any
reduction in coverage or cancellation, so ~hat we can keep on top
of the fact that there is continuous coverage so that if they're
prequalified, just as Mr. Floyd asked, if there is an accident
down the road, how do we know? But at least on the insurance
side, if there is a reduction in the coverage or if there's a
cancellation, we do knpw and then we can go to the particular
operator and have them get some additional insurance.
CHAIRMAN FLOYD: Yes, ·s ir they advise us. The company
is required by the contract to advise us at the same time that
they advise the · insured that they're going to cancel it or reduce
their coverage. So, we have the notice at the same time as the
operator. That ~sa safeguard that is built ' in on the
prequalifications.
·
MR. MCFETRIDGE: On this evaluation criteria on which
there was some discussion about earlier talking about liability
and loss records and the evaluation of that by fair directors and
people at Cal Expo ••• do you think that those people are qualified
to come up with some sort of judgment based on information
provided by •••
MR. MARQUART: The insurance company?
MR. MCFETRIDGE: Not the insurance company necessarily.
By the operator.
MR. MARQUART: Excuse me.
CHAIRMAN FLOYD: You didn't miss anything.
MR. MARQUART: The liability insurance ~ •• a good number
of the companies ••• firs.t · of all in liability losses or claims,
they are usually settled well after. the year in which the
accident occurred, because of the length of time it takes to go
on this basis is that many of the insurance companies, once
there's a loss · in the loss information and the adjusting is
turned over to the company, it is very difficult for the insured,
the concessionaire or us as the third . party, to get the lossget accurate loss information from the company.
For some
particular reason they usually say they don't have time. We have
a very difficult time getting the in-f ormation as to what the
actual losses were, and what the status is for the adjustment,
unless they need our help in adjusting it. Then, of course,
they're very anxious to give us the information. So that it
--···-- - .
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would be a difficult thing in your point system discussion to
have knowledge of the claims and the amount of the claims as far
as the pperators and/or the fairs are concerned, because the
carriers just do not give it to you very pr9mptly.
MR. MCFETRIDGE: ·would they give it to you?
MR. MARQUART: WE can ask for it. We don't get it
any ••. we may get it. It takes a little doing sometime. But
we've been fairly successful. But it does take some time. And
when you.'re trying to make a decision on contracting with a
particular operation, many times if that information of the
claims is not th.ere, it's almost impossible to get it within the
time-frames of setting a contract.
CHAIRMAN FLOYD: You have this relationship on
state-involved fairs?
MR. MARQUART: Yes, sir.
CHAIRMAN FLOYD: Every s·o often in my district, one of
our parks or ~omething where a carnival goes up.~.they don't
really go with you. They give a certificate that they¢re insured
to whoever the local body is, really.
MR. MARQUART: Yes.
CHAIRMAN FLOYD: Is it possible to beat the dealer on
this thing and go bare?
MR. MARQUART: Yes.
CHAIRMAN FLOYD: But I have a ce~t~ficate of insurance
here from a Mendel s. Kaliff. I think staff has discussed this.
We haven't discussed this. We ·can find no record that this
person is licensed to do business. We kept looking at this. We
gave this to one of the cities. : And we think, and also Cal Expo,
I'm told, we think that this is just a sheet of paper. You know
anything about this ·operation? Or . people behind it?
· MR. MARQUART: I knew of Mr. Kaliff's operation when he
was at an agency in San Antonio. To my knowledge he sold it to a
national brokerage firm. He sold his business to a national
brokerage· firm some year·s ago •. Sold it . to a Frank B. Hall
Company. I had not had any knowledge of his whereabouts or what
he was doing until I was told that there had been a certificate
issued. One of the things that I would indicate to you that we
require, because of a~other situation that came· up, that we will
not accept a certificate of insurance unl•ss the original is
signed by the broker or an official of the company. We will not
accept oertificates tnat are xeroxed for the very reason that we
had an operation in Chica~o this past year that canceled the
policy, ·and yet the concession'a i t:es still had the opportunity to
use the certificates that were not •• ~
CHAIRMAN FLOYD: We have a gr.eat concern because we
can't seem, of course, we're limited on our investigative
programs, but the Department of In.suran.c e doesn 1 t seem to have a
record. State of Texas doesn 1 t ·seem · to have a record where it 1 s
supposed to be. We're a little concerned. Like I say, in my
district I've not checked to see what kind of certificates my
cities have that's outside of mine, my district but we've had, I
don't .know many hundreds of thousands of people right here in
little old Sacramento at the State Fair, and we're sort of told
that this is the piece of paper that was protecting· the state of
California.
·
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MR. MARQUART: That's right.
CHAIRMAN FLOYD: And my people in the city hall don't
have your expertise. They rely on the law that says you must
have this. And they assume, when you come in with a nice piece
of paper that there's something behind the paper.
MR. MARQUART: We certainly try to educate and send out
guidelines on what the fair ••• , if we don't see every
certificate; we send guidelines to the fair managers as to what
to look for so that they can judge. them, and then we do audits on
them periodically to see that they are following up on those
aspects...
.
CHAIRMAN FLOYD: So you would say that most of the
people doing business where you have some relationship ••• , when a
citizen puts this kid on the ride, can assume that there is some ·
insurance. We assume the ride is safe, we know that nothing in
this world is completely safe, but if something untoward does
happen, that there is something there t:o •.••
MR. MARQUART: There is insurance, yes, sir. All state
supported fairs, we make very sure of that. In addition, there
is a contingent liability to the fairs because they have invited
these people on and signed contracts, so in ·addition to the
insu~ance that is required of the operators, ·we have insurance
liability ourselves in case theirs is inadequate.
CHAIRMAN FLOYD: Jerry? Have you got anything else?
MR. MARQUART: Thank you, sir.
CHAIRMAN FLOYD: Thank you, Mr. Marquart.
Why don't we get Ron up and get him out so that he
can ••• , he's got more important things to do like •••
Mr. Rinaldi, I don't think we need a whole lot. We've
been through this on safety, amusement ride safety, I don't know,
we do this once a year, don't we?
. MR. RINALDI: Something like this.
CHAIRMAN FLOYD: Yeah, at least. And I guess,
basically, you heard that first witness, carnival operator, just
an overview of where you are on amusement ride safety:
numbers, •••
MR. RINALDI: I'd . be happy to, Mr. Chairman. I have Bob
Stranburg with me, who's the interim chief of Cal-OSHA, and our
program comes under his jurisdiction. But I'd like to make a
couple of comments. Obviously, the Department always welcomes a
review of our activities and we're as interested as you are in
improving our performance and efficiency, ·p articularly in this
area. Statutes regarding amusement ride safety are appropriate
public policy, given the risk ~o the people who ride those rides.
I believe our experience with this industry has been fairly good
by whatever measurement you might use _. For example, it's my
understanding that this calendar year there have been seven
incidents reported, five of which resulted in injuries, I believe
two of them were broken arms. I cannot tell you that all
incidents have been reported, but based upon what we ·know, we've
only had seven this year. I believe it's averaged about five per
year in previous years. Division does comply with statutory
activity of requirements of inspecting each ride at least once a
year. I recognize there can be problems with that as the ride
goes on and is assembled and disassembled and moved and eo forth.
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Division is moving to send four of its inspectors to Wichita for
intensive training on ride inspections. We've been working with
the Department of Food and Agriculture, Fairs and Expositions, to
develop an interagency agreement in which we are proposing to
certify their inspectors to implement, to assist us in inspecting
rides and given the same authority as our people. So we're ·
working on an interagency agreement with them. As I mentioned a
minute ago, we're sending four . of our people to Wichita, Kansas,
I guess that's where it's at.
We are also more than willing to increase the reporting
that we do now. If anyone needs more information from us, we're
happy to do that. I don't th.i nk it necessarily needs legislation
to do that. We now report. I'm willing to provide whoever wants
whatever with whatever we have, including the operators or whoever else wants it. Our division did attempt last year with
the industry to develop a program for the training of operators
with respect to both their responsibilities and the safety
considerations. We do not have the ability to implement those
guidelines ••• , I shoul,d say we do not necessarily have the
authority but we will be proposing to the Occupational Safety and
Health Standards Board some changes to the amusement rides safety
regulations that would include operator training. And that will
be coming down in the future. Wit~ respect to the insurance
issue, this whole subject is kind of new to me. I'm aware of the
document that was referred to a few moments ago. The law
requires us to seek proof of insurance. I believe it's $500,000.
In the past, we have not attempted to verify whether it was a
valid company o.r a company licensed to do business in California.
We are working on an arrangement with · Fairs and Expositions so
that they will help us do that.
With respect to those rides that will be operating in
their jurisdiction now, there is the problem of some rides that
may be out there on church property or Macy•s property which are
never in fairs and expositions, and i suspect we'll have to find
some way with the Insurance Commissioner's office to verify
whether or not their coverage is, in fact, there. It's a new
issue to me •••
CHAIRMAN FLOYD: You don't have the, at this point, you
ask the question but •••
·MR. MARQUART: We ask for certification a nd they have to
have $500,000 but we have never attempted to verify that in the
past, but we will be doing it in the future.
CHAIRMAN FLOYD: I think it's something that we're going
to have to do. This was brand new to us last week or so •••
MR. MARQUART: Sure. Absolutely, it's essential.
CHAIRMAN FLOYD: Like I say, you know, my little city
down there with a function, all I have to worry about is there
more than a piece of paper? We live in a d~fferent world than we
used to, I guess.
Susan has some questions.
MS. SUSAN REED: Mr. Rinaldi, can you give me an idea of
what your department's policy is on the number of accidents that
are acceptable on amusement rides annually?
MR. RINALDI: Acceptable? In my opinion, one accident's
too many. zero is the desired goal, obviously. No one wants to
-
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see anyone get hurt out there, particularly· a child or anyone
else on one of those rides.
But I think when you consider their
experience in relation to the experience of any other industry,
it's not bad, it's pretty good. Seven rides. But what I can't
tell you is what the exposure is. I assume there's thousands and
thousands of people who ride these things. All you have to do is
go to Cal-Expo. I don't believe we had a reported incident in
Cal-Expo.
MS. REED: Can you study that? Have you studied that
before, the amount of exposure there is? Can you do that?
MR. RINALDI: I assume. I don't know how you'd do that.
I expect the industry could probably provide a lot of data on how
many setups they've had, how many riders they've had. I don't
know if they keep that data either. There obviously is
tremendous exposure out there.
MS. REED: What would it cost to implement the safest
progra~ we could have?
·MR. RI,NALDI: Pardon me?
MS~ REED:
What would it cost to have a safer program to
reach the goal . of zero accidents? How many inspections would it
take?
MR. RINALDI: How many what?
MS. REED: Inspections
MR. RINALDI: Susan, I don't know if I can answer that.
It's like anything else. OSHA's a good example, I suspect. If
we had one inspector at every worksite in the state twenty-four
hours a day, it would have an impact. No question about it. In
this area, I suspect, if there was a state official at every ride
twenty-four hours a day, it would have an impact. I don't know.
There's a cost-benefit consideration. There's policy
considerations. Accidents are going to happen no matter what you
do, I suspect.
MS. REED: You've got approximately nine unfilled field
inspector positions in the elevator unit itself.
MR. RINALDI: I believe it is six. It could be nine, I
don't know. We have a great deal of difficulty recruiting
qualified people into our elevator unit. There's not a lot of
them to start with. .Last examination we had four candidates.
We hired one, one said no, one said Sacramento only, and one got
a job somewhere else. We'll be holding another examination the
first of the year.
MS. REED: If you had more positiona would you inspect
amusement rides more than you do now?
MR MARQUART: Well, I think our agreement with Fairs and
Expositions, if it proceeds like I hope it does to certify their
people, will free us up to do more discretionary investigation.
MS. REED: What have you heard back from Food and Ag as
to whether or not they want to take on this responsibility?
MR. RINALDI: In terms of us certifying their
inspectors? We've been talking to Esther, who is here, and you
can ask her, but I think she's very supportive of it.
MS. REED: Okay. Are you talking about the Fairs'
insurance authority ~onsultants, their inspectors?
MR. RINALDI: Yes. I believe that's them.
MS. REED: Oh, I see.
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CHAIRMAN FLOYD: Pardon me, can I interrupt? The Fairs
insurance authority inspectors, are they state-employees?
MR. RINALDI: I believe they would qualify. I'm not
sure, but I assume they qualify for certification under that
section.
CHAIRMAN FLOYD: Quasi-state? I mean, you know •••
MR. RINALDI: They would have the same authority as our
people to shut a ride down and not issue a permit, or jerk a
permit.
·
MS. REED: Not issue?
MR. RINALDI: Not issue, if that's the case.
CHAIRMAN FLOYD: Who the Hell ••• , who are these people?
I mean, who do they really work for? I mean, your people, you
know damn well who they work for. What do you call this group?
MS. REED: Fairs Insurance Authority.
CHAIRMAN FLOYD: Fair-s insurance authority.. How do you
get quasi-state employees? I mean, we've got a lot of them, I
think, but ••• , I mean, this is contracting out?
MS. REED: Right.
MR. RINALDI: Brian Davie, here.
CHAIRMAN FLOYD: Brian Davie is the Fairs' expert
insurance authority?
MS. REED: Manager • .
CHAIRMAN FLOYD: You're the manager, director? Are you
financial ••• , you just work for this group?
MR. BRIAN DAVIE: No, Sir.
CHAIRMAN FLOYD: You just work for this group.
MR. DAVIE: If I could introduce myself •••
CHAIRMAN FLOYD: Yes, please. _
MR. DAVIE: Mr. Chairman, my name is Brian Davie, I'm a
contract consultant to the Santa Clara County Fair Association
and the California Fairs Insurance Authority, which is a joint
powers agency of a number of counti~s, the State Department of
General Services, and Department of Food and Agriculture. To
answer your question specifically as to what status these
employees had, they were temporary employees of the Authority
during the period of time they were here doing inspections of
·mobile amusement ·r ide operators who did business on the premises
of state-supported fairs. And their status, in that case, rather
than be contract employees, the prime reason we put them on as
temporary employees were some of the reasons that we referred to
earlier -- that they are in a class of work that is ju~t almost
impossible to get them coverage for liability for the profession
that they have. I think it's been referred to in earlier
discussions we've had with the Department of Industrial
Relations, they've run into the same problem in using insurance
company inspectors for elevator inspectors. So that •••
CHAIRMAN FLOYD: You know, I just want to ••• ,maybe I'm
not totally familiar with this marvelous world of contracting out
there. Mr. Rinaldi's people are tested, certified, and basically
they're cops. Isn't that right?
Do your people who go out there, and somebody's thinking
about letting these people take Mr. Rinaldi's cops' place with
the same authorities and ability to shut down •••
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MR. DAVIE: They would have to be tested and certified
on the same basis that any other inspector would go through.
CHAIRMAN FLOYD: I want to tell everybody in earshot, we
really want to take a look at that. Because, I feel the same way
about . that as I feel about a rent-a-cop writing me a ticket
driving down the street. I mean, the idea that we're giving
temporary people, and that's your statement, they're only
temporary, they come in once in a while and they strap on a gun
and a badge and they have the force of law? There's something,
to me, basically wrong when we allocate authority of law to
temporary people, people who ••• I mean, Rinaldi's got some
positions· open. He'd like to see, at least they're qualified
people, probably; I imagine, he'd like to see them come in ·and
he's having a hard filling those positions on full time. If they
are qualified, he'd probably like to have them. If they're not
qualified enough to work for him, then I don ~ t think the people
of Califo~nia are going to depend on them to do something else.
I have just a basic problem with that.
MR. DAVIE: Well, I would have to say, Mr. Chairman,
certainly that if they could not pass muster on an examination
that these folks would give them then, obviously, •••
CHAIRMAN FLOYD: Who certifies that they've passed
muster·?
MR. RINALDI: The Division of Occupational Safety and
Health.
CHAIRMAN FLOYD: You would certify outside people •••
MR. RINALDI: . It's a proposal that we're exploring •••
CHAIRMAN FLOYD: It's not a fact at this point? The
California State Employees Association ·has not •••
MR. RINALDI: They probably don't know about it.
CHAIRMAN FLOYD: They haven't heard about it. They'll
hear about it now.
MR. DAVIE: ~ut, forgetting for a second that we're
talking about the safety o·f children, the majority of riders on
amusement rides ••• Cal-OSHA does have the authority, and they
can't give it away, for the employees who operate those amusement
rides and can't give up that authority, probably, to the
Department of Agriculture. We would still heJve a split
jurisdiction.
MR. RINALDI: Yes, we do now. There's a provision,
though, that allows us to certify employees Qf other public
agencies to perform these inspections.
CHAIRMAN FLOYD: Of other public agencies. These temps
aren't really ••• , ·I mean, they're •••
· MR. RINALDI: That's why we're exploring the possibility
of whether or not it could happen.
CHAIRMAN FLOYD: Could we talk about that some time
next ••• , you know, in a few weeks? I'd really like to have my
staff and such go over this thing. Beca~se it's just basic out
there. People on the workplace and people unknowing ••• , the
public thinks that there is some real protection when they walk
into ••• , particularly when they go into state fairs or any fair
that's a public ·package, they think there's something there. And
I would hate like heck to have anybody ••• , I just don't like the
idea · of temporary ••• I mean, what's the guy do the rest of the
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time? It's sort of like the guy playing Santa Claus. You wonder
what he does the rest of the year. Tends bar? Something like
that. So that is a problem that we would certainly like to
discuss because it's just brand new to us today.
Susan, I'm sorry.
MS. REED: That's okay. I just have one more question.
Are you aware of any requests for additional per~onnel in the
unit by Mr. Craven when he was heading it up? Or by Mr. Sworry?
Are you aware of any requests?
MR. DAVIE: You mean any request for additional
resources would come through me? Through the normal budget
process? I don't recall any such requests. There may have been.
MS. REED:· tt•s my understanding that there were some
made and that they .were refused.
MR. DAVIE: '!'hat's a possibility. I don't recall,
Susan.
MS. REED: Okay, thank you.
CHAIRMAN FLOYD: Ron, just one last question. What
would it take to double up the annual inspections, say we had two
a year? Could we ac~ommodate that? Could we look at that?
I don't know that it'd make a whole lot of difference,
quite frankly.
MR. RINALDI~ I don't know that I can answer that. I
suspect that if we had our elevator division fully staffed that
we could increase quite dramatically the number of discretionary
inspections we do. And I believe there's six vacancies, there
may be. I think there's six, not nine. These are the same
people who inspect aerial passenger tramways, which are
equally •••
CHAIRMAN FLOYD: These are the same people who make
better bucks somewhere else, that's what you're saying. That's
been our problem with this particular thing.
MR. RINALDI: And there's just not a lot of people out
there who are qualified elevator type inspectors looking to come
to work for the State of California.
CHAIRMAN FLOYD: But they are willing to work part-time
for Brian Davie?
MR. RINALDI: I don't know who these people are. I
assume they're qualified or they wouldn't be hiring them, but I
don't know the answer to that.
MR. DAVIE: Would you like me to go into that, Mr.
Chairman?
CHAIRMAN FLOYD: Sure.
MR. DAVIE: All right. Mr. Marquart earlier re·ferred to
the basic problem that the fairs are dealing with right now in
terms of having excess liability insurance that is more than what
the carnival owners themselves are able to obtain. And for the
first time in my knowledge in working in this subject area, this
is the first time that has happened so that the fairs became
directly exposed for the first time to contingent ride liability
based on the fact that the carnival owners are able to get no
more than $2 million of coverage while the fairs are carrying $5
million of coverage.
The program was not new, in the sense of our becoming
involved in it. It was mainly a broadening of the consciousness
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of some larger fairo in Southern California about involving
professionals in the field of mobile amusement ride safety to be
representatives of management on the lot to basically look at it
from this perspective of an insurance safety viewpoint. And the
fairs that began the program two and three years ago were the Los
Angeles County Fair at Pomona, the Orange County Fair at Costa
Mesa, and the Southern California · Exposition that deal more ••• so
what we had done, in essence, because of the concern over the
problems of the insurance exposure, was to involve these
individuals who came ·highly recommended, who have been qualified
in both federal and state court as experts in their field, and
expand it to take a look at every carnival owner that contracted
on a state-supported fair at least once, and maybe that's not
even ideal.
CHAIRMAN FLOYD: Okay, Mr. Davie, are you an insurance
company?
MR. DAVIE: No, I' .m not.
CHAIRMAN FLOYD: Your organization is not an insurance
company?
Your organization is not an insurance company? Or an
agenpy? It's basically, you have a contract with various fairs
to consult on insurance problems?
MR. DAVIE: No.
CHAIRMAN FLOYD.: What do you do?
MR. DAVIE: I have .assisted "in the development of the
joint powers authority and have. assisted in bringing in the
county fairs who have · entered it and am also involved in wo-r king
and have worked with the racing fairs in the development and now
completion of their joint powers authority. I've been assisting
in gathering data and helping in the administration on a
consulting basis up to this time.
CHAIRMAN FLOYD: Well, I guess what the crux of the
thirig is, you're providing a service to falrs of some kind, in
insurance or something. Nothing precludes·· you from continuing
that without, I mean, .cal-OSHA is Cal-OSHA, and you folks, I .
mean, you don't have to meld. You can provide all this expertise
and your part-time people without giving them the Cal-OSHA's
authority, citatio~, arrest, shutdown, this type of thing~ Does
it have to be aligned with Cal-OSHA? It seems to me that, when
you .s ay quasi-state agen·c y, you're that because you don't want
all the restrictions of a state agency.
MR. DAVIE: Well, we wo.uld not want .to get into anything
-that would involve, if that's where you're coming from, that
would involve our people in the permitting process unless it was
obviously acceptable to the Department, both departments
involved, from . a policy basis, and .certainly the concerns that
are being expressed here.
MS. REED: You can currently shut down rides, though, is
that · correct?
·
MR. DAVIE: . The insurance inspectors have been involved
_in doing that when need be on the basis of finding structural or
mechanical problems that were deem~d to be of a major nature.
CHAIRMAN FLOYD: It sounds to me like another layer of
government in private industry.
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We conservatives, we worry about that sort of thing, · you
know. Another layer of ••• , this is sort of, almost government.
This is even worse than a true layer of government. we know
where those turkeys are.
MR. DAVIE: It may very well be that ••• and we've had a
concern about duplication of effort, and that's the reason why
we've tried · to approach an i~teragency agreement to solve some of
those problems.
CHAIRMAN FLOYD: Do you think your people have done a
better job than Cal-OSHA has?
MR. DAVIE: My response to that is that, in my
observation, I think that the demands of the private sector as
far as inspections for insurance safety purposes have been a
standard, in effect, e•tablished in th~ private market place
that's moved ahead of what many states require for regulatory or
statutory purposes, whether, in effect, they would represent an
individual fair, a group of fairs that self-insure, or a private
insurance company . that would. i.nsur.e the carnival itself.
CHAIRMAN FLOYD: · Do you rate carnival operators?
MR. DAVIE: No.
CHAIRMAN FLOYD: Do you say to a fair that you're
working with, "Those guys are not the one you want. This is the
one you .do want"?
MR. DAVIE: No.
CHAIRMAN FLOYD: Do you say, "Gosh, Joe down the street
had big problems with this guy, so be careful dealing with this
guy." Because these are some of the things that I'm getting,
okay? I mean, there are a lot of people in this indUstry and
some of them think that there ar·e some operators more favored and
some of them think that your little layer of additional
. government has some favoritism involved with it.
MR. DAVIE: We ·don·• t rate the information and we have
examples of their product .that we delivered to the committee this
morning to see how the' individual· inspections are done as far as
these are concerned, it's public -information. The fairs or the
carnivars themselves can •••
CHAIRMAN FLOYD: The fair manager never picks ·up the
phone from down south somewhere and says, "Brian, ABC Carnival
has made a bid." You wouldn't just off the cuff give them an
answer? Okay, nice guys, bad guys, nothing like that?
MR. DAVIE: No. We respond in terms of forwardingl and
we have to for fairs ~h~t have asked for the information on any
owners that would may be putting in a proposal. Again, it's
·
public information for anyone to. look at. They take it and
evaluate it based on ·what's there. The documentation is •••
CHAIRMAN FLOYD: In other words, the fair manager,
instead of relying on the state agency, would call you and you
give them the information rather than calling Ag or somebody and
having them give it to them.
MR. DAVIE: No, I would have to say that it's only one
small part of information that's available to them, from what we
did this last year, if ~hey choose to use it.
CHAIRMA~ FLOYD:
Do they ~~ually rely more on your
information than they do the state agency?
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MR. DAVIE: I would have to say that it probably, it's a
rather small part. Some who have been involved_ in the evaluation
process haven't asked for it, others have. It's a matter of
whether or not they ·choose to use it, I suppose.
CHAIRMAN FLOYD: Thank you.
MS. P.EED: May I ask a question?
CHAIRMAN FLOYD: Sure.
MS. REED: · Brian, would you describe briefly what
happened with the.inspections in Antioch at the fairgrounds?
Your inspectors came in after the state inspectors and the number
of rides that were permitted and the number of rides that were
shut down and the subsequent accident to that occurrence.
MR. DAVIE: Okay. You're primarily interested in the
District Agricultural Association at Antioch. We did have a
situation where the inspectors representing the authority did
come on the grounds and find some major mechanical and structural
problems with a number of rides that had already been permitted
by Cal-OSHA.
MS. REED: That was the day before they were permitted.
One day before.
MR. DAVIE: No. That was the day after.
MS." REED: They had been permitted t"he day before your
inspectors came through.
MR. DAVIE: That's correct.
MS. REED: Okay.
.
MR •. DAVIE: And in effect it resulted in the temporary
cessation of a number of the rides for mechanical or structural
alteration. In fact, in the end it was a 24 to a 48 hour
turnaround to get them up in most cases. But again, there were
some major structural and mechanical things that were found that
were on permitted rides. And, ·in addition, we had the incident
that you asked about accident-wise. On a · Sunday before the
opening of the fair there was an accident involving a ride where
one of our inspectors had been on the premises immediately prio~
to the accident and told the operator that (I believe) a switch
on the ride turned the power on; that it should have had a shield
guard put on it prior to operation; and, instead, the operator
went ahead and began operating the ride and exactly what the
inspectqr was afraid would happen did happen, that he
accidentally hit the switch.that was not ~uarded and two young
ladies were dumped out of the bucket f~om about 10 or 12 feet up
that was, in essence, minor injuries.
MS. REED: Was this particular ride one that had been
permitted by the State Inspector a few days prior to that or the
day prior?
MR. DAVIE·: Well, in this particular case, . two days
prior, because the accident was on a Sunday. My understanding
was that the State Inspectors were there on a F·riday, ·but it was
permitted; that's correct.
MS. REED: Can you tell me, Brian, just how many rides
were permitted by the State and how many were shut down by your
State Inspectors? Do you have those figures?
MR. DAVIE: Offhand, as I recall, on the first weekend
there w~re 23 rides that were permitted; there .were 19 that had
from very minor to major problems that required some correction.
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I believe there were only two or three of the 23 that were
permitted that did have some major mechanical deficiencies that
required more th~n perhaps 24 to 48 hours to get fixed.
MS. REED: So, the 23 permitted ri9es by Cal-OSHA -- out
of those 23, 19 we·re at least ceased from operation until they
made some changes that would meet the requirements of your
insurance authority?
MR. DAVIE: That would meet the requirements for
insurance safety purposes~ correct.
CHAIRMAN FLOYD: Okay~ thank you very much.
All right, who ~.o we want to see next? Susan, who do we
want next? Because we're rolling right through this and
evidently -- I've got places to go and things to do •. You want
Larry Davis to come up? From Carnival Time Shows?
MR. LARRY DAVIS: Chairman Floyd, if I may -- excuse me
-- Assemblyman Floyd, if I may, can I bring my attorney?
CHAIRMAN FLOYDt Absolutely. I wish I had mine at this
time.
MR. DAVIS: I just came back from China in April and I
--pardon the term-- (inaudible).
CHAIRMAN FLOYD: That's all right. It would make me
very important there, wouldn' .t it?
. MR. DAVIS: I made notes on the testimony that's been
given to you and I would like to point out a few things on just
the notes, and I'll go through them very quickly so I don't
burden anyone.
·
There's been many things said here today that are either
misleading or purposely misleading or something. I happen to
believe~- I know the inspectors that Mr. Davie has been using,
and they are very capable people. They've inspected my equipment
and they were very helpful. However, I think that Mr. Davie
mislead --maybe not intentionally -- but he said, in essence,
minor injuries took place •••
CHAIRMAN FLOYD: Nobody misleads me unintentionally;
it's always intentional. I take it very personal when I'm
mislead here •
. MR. DAVIS: Well, I won't mislead you, sir. There was a
young girl there, 13 years old, and she had a broken arm and, in
my opinion, if that was my grandchild, I would not consider that
a minor ·injury at .all.
·
So any way, Ms. Armstrong pointed out that some time ago
they had a report by Ms. Peg Rogers done, and I have a copy of
that report which I would be glad to leave with you and I think
you'll find, as far as Ms. Rogers' report is concerned, that the
Division of Fairs and Expositions has followed this report in a
very, very minor way~ I don't believe that they followed any of ·
it.
As far as that point system is concerned -- I've been in
the carnival business 31 years, and that point system is just
about the worst thing I've ever seen. I operate probably one of
the largest carnivals in California and I've been in this 31
years (as I said before) and I operate probably some of the most
modern and safest equipment in California, which can be attested
through Mr. Davie's report, and the only way, Mr. Floyd, that I
can get a contract in California is if no one else bids. Now
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last year I put, I believe, six bids out and I contested, I
believe, four of them-- I'm not sure, but my attorney here will
be able to attest to this -- and the fact is that if a person
doesn't find a problem in one area, they find a problem in
another. To give you a sm~ll example~ Haas, Wolkers and Walberg,
who is our insurance agent representing Continental Casualty
Company, in a recent bid, we're required to put up our loss
records in the bids as part of the bid. The loss records were
sent to most carnival companies, I guess, but in this case there
were two bids. My loss record reflected 8 incidents, I believe,
-- could be 9 -- and out of that it showed reserves of $4500. In
other words, the insurance company felt that, while this may turn
out to be more at some later date, they're not settled at this
point, but they felt they were a minor nature.
·
The other bidding company had over $400,000 irt loss
reserves; one alone, in Farmersville, totalled $300,000 where
some children came out of a ride called a sidewinder. Now, the
int·eresting thing abou~ that is --- and I'm not saying my carnival
can't have some bad luck too --we do our best but we're
operating machinery and things can happen.
.
·
The interesting thing about it is that while you're
allowed· 20 p.oints for safety, the Fair Board, or the staff a-nd
-the Fair Board -- the staff, first -- four members of the staff
met and they came up with their totals, and then the Fair
Contract Commit-tee met and came up with their totals, and then
referred it td the Fair Board. · The staff came up with -- out of
20 points they gave me 18, and I had $4500 in ~eserve for a whole
season, up to that point through (I believe) August or September.
The company that had over $400,000 reserved, they gave 2 points
less than me -~ 16 points. ~ow, I can't unders~and how $4500 in
reserves for a whole season's work is worth 18 points (they
docked me 2), yet another person with over $400,000 more in
reserves than me, they only dock them 2 less th~n . me. So the
system just doesn't work and it. isn.' t fair.
·
CHAIRMAN FLOYD: I want ' to tell ydu that the point
system looks like the most mickey-mouse thing I've ever seen. I
think that the people representing the State of .California ought
to get down to something that is a more competitive bid
situation, and if somebody is rating somebody on points, or
however they do it, those people - doing the rating had better be
experts in what they're rating. Now, if they're safety experts
and they're rating you at 18 points anq another guy at 16 _points,
that's fine; but if they'r-e lay people --'if they're board appointed -f o·r any number of reasons., and they're doing .a point
system rating, I think they're doing the State ·of California and
the citizens of California a great injustice playing a
mickey-mouse game like this, and I'm not making a j~dgment on
whether you're right, they're right, or something else, but the
way you arrive at it had ought tQ be, in this day and age, a
little bit better -- I mean, I would hate to sit there and try to
give somebody some poi.nts on anything unless I'm really
knowledgeable and an expert on it. ! mean, one person ought to
do the rating of points, and that person ought to be an expert,
and they ought to lay the points (if they're going to do a point
system) on somebody el·se, and this is it, unless, it seems to me,
they can afford the experts.
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MR. DAVIS: Yes, sir, you're absolutely right, except
you're missing another point, and that is do they have a
favorite; and if the point syst~m •••
CHAIRMAN FLOYD: I take for granted that everybody has a
favorite and like I didn't just fall off the turnip truck this
morning.
MR. DAVIS: I didn't eitner, sir and that's why I say
that this whole system is designed-- and ! .believe it has been
designed by fair management in concert with Fairs and Expositions
-- and it has been designed -to put the authority in the hands of
the fair managers so they can just - choose whosoever they so wi~h.
CHAIRMAN FLOYD: More than that, I think somebody in
this state., whether it • s in the Ag Board or somebody else, is
setting themselves up as the "czar of carnivals," and I don't
· think it is right.
·
MR. DAVIS: Yes, sir. I agree with you and, however,
I'm sure the names we both have are the same. I would be willing
to leave this Peg Rogers' report with you and -- may I let my
·
attorney speak on contracts?
CHAIRMAN FLOYD: Sure; you're paying him. The guy
doesn't come up here at $200 an -hour and not get a chance to
speak; you gotta.get some of your money's worth.
MR. TOM MINDER: ·· Assemblyman Floyd, my name is Tom
~ender and I am here w1. th two hats:
I •-m here as Mr. Davis •
lawyer and I'm also here as a taxpayer. And one thing that came
to my attention when Larry ·first brought this matter to me, he
said, "Tom, I bid a fair in California and I bid the highest
price but I didn't get the fair." I said, "What do you mean, you
didn't get the fair?" So, I had to do some research into the law
and saw that the public contract code does all9W for this
procedure of giving a -weighted point criteria to fair carnival
awards. Now, the first thing ~ did was call the General Services
and at ~hat ~ime Ms. Chesbrough was there, and I said, "What law
applies?" She sa'id, "I don't know; we don•·t . know what 'law
applies." At that point in time, they didn't ha~e the faintest
idea. · I .filed my protest ·for that fair and a hearing was granted
by the General Seivices (they must grant you a hearing), but by
the time we got to that hearing Ms. Chesbrough, who was there on
behalf of GSA, indicated that the public contract could apply.
·
As a taxpayer, I'm incensed because the State isn't
getting its money's worth. There were 2 or 3 people bidding that
fair that we protested and, as Mr. Davis has testified, and as
you have so adeptly put, you ·can award the contract to anybody
you want to because it is a totally subjective criteria. ·
In those contracts they were awarding 40 points for the
dollars -- 30 points just for the dollar itself; 10 points for
what they call an Exhibit B and that has been replete throughout
all of - these RFPs for these contracts. The 10 points for the
Exhibit B is a nebulous criteria for dollar where the exhibitor,
himself, puts in what he believes he's giving them: he says I'm
going to give you 100,000 tickets that we're going to put in
"Coke" bottlei, and that ' s w6rth a million dollars.
The last time we bid, which was on the State Fair, which
is under protest at the present time, I said to Mr. Davis, "You
better put a lot in thi$ Exhibit B because they're giving a lot ·
-
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of points for this nebulous stuff in Exhibit B, and you better
have a good showing there." He put an astronomical amount in
Exhibit B, and in the State Fair contract (which was just
awarded) they just discounted Exhibit B and decided, well, we're
not going to count it. They do what they want to do to fit the
situation.
CHAIRMAN FLOYD: Let me ask you a question, Counselor.
If you appeal, to whom do you appeal?
MR. MINDER: Well, we're allowed an appeal process in
front of the General Services AdmiRistration.
CHAIRMAN FLOYD: Your appeal is to the same people who
awarded the contract?
MR. MINDER: That is right.
CHAIRMAN FLOYD: In other words, for them to uphold an
appeal, they have to admit they were wrong?
MR. MINDER: Well, the General Services Administration
appoints an officer-- and we've had two appeals so far •••
CHAIRMAN FLOYD: Who does the officer work for?
MR. MINDER: GSA~ it's an employee of GSA -- an employee
of the State -- another arm of the same institution that has
awarded the contract. ·
CHAIRMAN FLOYD: It's not -- in other words, he has to
say his bosses made a mistake.
MR. MINDER: He has to say somebody in the same state
organization made a mistake, but I'm not
I haven't been
offended by the process •••
CHAIRMAN FLOYD: I am.
MR. MINDER: Well, I'm offended -- not offended by the
results. In the first .appeal, they said well, you may have a
point but you were only the third highest b~dder so we're not
going to throw the bid out. In the second one, they said, you're
right; they didn't follow the RFP~ they didn't tell you they were
going to count 10 points for this Exhibit B, so we're throwing it
out and it has to be rebid.
CHAIRMAN FLOYD: Are you telling me that any operator of
a carnival in this·state goes in and makes his bid, not knowing
which -- like you say, they threw out the Exhibit B. It meant
something when you bid, but then someone unilaterally decided
that we're not going to count this.
MR. MINDER: That is correct.
CHAIRMAN FLOYD: But, they count it next time?
MR. MINDER: They mdy count it next time.
CHAIRMAN FLOYD: An they counted it before?
MR. MINDER: And they counted it before.
CHAIRMAN FLOYD: In other words, just whatever seems
like it suits the -situation.
MR. MINDER: Suits the situation -- the way they're
going to handle it.
· CHAIRMAN FLOYD: Does Exhibit B have any more weight, or
less weight, in one fair than it does another?
MR. MINDER: In some fairs, yes. In others, no. They
use whatever criteria they want.
CHAIRMAN FLOYD: And the prior -- and nothing is
starting fresh this year, or last year -- in prior bids, in prior
awards, and this is the State Fair?
- 3? - -·-· .

. ..

MR. MINDER: Talking about any of the fairs.
CHAIRMAN FLOYD: But, the one they decided not to count

MR. MINDER: Not to count Exhibit B.
CHAIRMAN FLOYD: Did they count it in previous awards?
MR. MINDER: Did the State Fair? The State Fair, I
don't believe, used that methodology the last time they awarded
their contracts. The weighted point criteria. And, I would like
to addres.s that point, and Ms. Armstrong, I think, mislead you, I
don't know whether intentionally or not •••
CHAIRMAN FLOYD: No; Ms. Armstrong wouldn't mislead •••
MR. MINDER: But, Ms. Armstrong told you she hired Peg
Rogers to try to clear this mess up as an independent contractor.
She said, Ms. Rogers, come in and clear up this weighted point
criteria for us. Peg Rogers -- and I don't know what you, and
me, the State, paid Ms. Rogers to do this -- came up with a
different proposal. Ms. Armstrong chose to disregard that
proposal and did not institute it in the State of California. I
would like to know why not. She told us at a meeting some eight
or nine months ago that it was difficult to teach the fair
managers how to follow this proposal ••.
CHAIRMAN FLOYD: Well, she's going to give me a little
education the next month or so, so that the next time I walk into
this -- I'm certain tha~ Assemblyman Waters is much more equipped
for this than I am -- my concern was for safety -- but as we get
along into this, it sounds very, very interesting and I'm going
to learn something abqut it.
MR. MINDER: Well, my recommendation as a taxpayer would
be that we not have a weighted point criteria, because no matter
how you laid out that point criteria, you, as one individual on
the board who is taking a payoff, can weight that criteria so
that the person you want gets the award. Because, all they have
to do is put the points -- you know th~y have points for, do we
like their presentation; they have points for what's their
booklets like, what's their philosophy .like. I told Mr. Davis he
was never going to win in a court of law on that because I'm
going to have the impossibility of showing a prejudice, and
that's all subjective criteria.
The only way .to get around that is that if the person is
qualified -- and I want to address that issue -- if the person is
qualified, the person who submits the highest dollar bid gets the
award. That way, the State of California (who loses money on
every single State Fair) will get its highest dollar, and the
contract can not be subject to being awarded to anyone's
favorite.
CHAIRMAN FLOYD: I don't . know if you're the one to give
me the answer, but somebody •••
This point system. How long has this been invoked in
California?
MR. MINDER: He can answer that.
MR. DAVIS: Two years, I believe, sir.
CHAIRMAN FLOYD: What was basically wrong with th~ way
it was done prior to that?
MR . DAVIS: I can't •••
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CHAIRMAN FLOYD: You're not the one to answer that. I'm
to want to ~now from the Department what was wrong with
pr1or methods of awarding these contracts and, secondly, the
things that were wrong, could they not have been fixed without
going into this. As I said, this is the most mickey-mouse thing
I've ever heard of in my whole life, and I've heard a lot of
mickey-mouse stories. I made some.
MR. DAVIS: Mr~ Floyd, in 1967 the Attorney General's
Office conducted a study of the carnival business and the results
of the study -- they published a report -- and in that report it
laid out their idea of the proper way to accept proposals at
fairs. And in my 31 years, I've known · times when you could go .
into a fairground's office, knowing the fair manager was there,
and he wouldn't even talk to you because he had his deal already
made. -- I'm talking about way back in the times . when the
so-called combine -- at that time I was a little show -- anyway,
from &11 of that period of years, the best period that we had,
and the period we had the best product (as far as carnivals were
concerned), the period we had the best growth, was the period
right after that period of time when Fairs and Expositions took
on the program of awarding the contract to the highest qualified
bidder. It is very simple and very fair, and the competition was
very fair.
CHAIRMAN FLOYD: Most of your competitors -- and I
assume there are ·a few of them here -- do they feel the same way?
MR. DAV.I S: . Sir, I have no idea -- we talk once in
awhile about the-weather but aside from that, we don't really
have a •••
CHAIRMAN FLOYD: I'm going to ask all of them. I'm
going to find out who these folks are.
MR. DAVIS: Fine. If a fair sends out a set of
specifications, and you qualify for those set of specifications,
one fair may only need 10 rides and one fair may need 50 rides,
and some fair may decide they want a skywheel (or any ride),
whatever they want. If you fill out those specifications and you
qualify to them, then that should be their only determination -does this person qualify; does this bid qualify; is this proposal
better? -- because fair managers don't like the word "bid" -- but
does this proposal qualify, and if the proposal does qualify,
okay, fine, we have three qualifying offers here; find out which
one is giving us the most money and take that offer.
Now, after the 1967 investigation, that's how things
went and everything was qoing fine, and the carnival business had
several years of very good progress in there. The poor operators
failed, yet the better operators prospered.
MR. MINDER: Assemblyman Floyd, I would like to address
the issue of insurance also, which obviously is of great concern
with you •••
CHAIRMAN FLOYD: Yes, that's of some interest •••
MR. MINDER: And, I want to go through the scenario of
the present award of the bid to the State Fair.
.
The State Fair has awarded -- there were two bidders, my
client and Butler Amusements. Butler Amusement has been granted
the award, but it can't be granted the award because we protested
and a hearing has to be held in front of the General Services
go~ng
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which is presently set.

In the interim, either

CHAIRMAN FLOYD: When is the hearing set?
MR . . MINDER: January the 2nd. In the interim, either
Mr. Butler's insurance has been cancelled or it has expired. I
immediately wrote a letter to the General Manager of the State
Fair, saying that -- and it says right in there in the
qualifications that if you don't meet any of the qualifications,
and if at some point in time things change, and you're
unqualified -- and not having insurance makes you unqualified -then you can't have the contract. I immediately wrote the letter
to the manager: I said, you must now award the contract to my
client because Mr. Butler does not have insurance. Within the
last few days, my client has informed me that he has learned that
Mr. Butler has presented. to the State Fair a certificate of
insurance written through Mendel Kaliff.
.
My client knows a lot about insurance, and I happen to
know a lot 4bout insurance because I'm one of the attorneys thit
was "stiffed" by one of the insurance companies who were writing
carnival shows in California, who went bankrupt, who was not
allowed to write business in California...
.
CHAIRMAN FLOYD': This is ~he same gentleman they handed
to Mr. Marquart.
MR.MINDER: Correct. -r believe that is Ambassador
Insurance Company; they owe me $100,000. In any ·event, I know a
little about the insurance industry and how it is operated
through· the carnival affairs.
So the first thing that I did, when I learned of this, I
said, "Who is responsible to mak~ a determination as to whet~er
these new companies,. listed on this certificate of insurance, are
valid?" I was told that Mr. Marquart makes that decision. I
called Mr. Marquart.
I said, "Mr. Marquart, you are the head of the
California Fairs Insurance Authority, and it is my understanding
that you make the decision as to whether or not an insurance
company is authorized to do business in Califor.n ia."
He said, "Are you talking about the State Fair?"
I said, "Yes."
And, I have to admit, after pulling teeth, and it was
like a cross-examination -- which I don't believe I should be
subjected to as a member of the public trying to get information
-- he said, "I don't have anything to do with the insurance for
the State Fair under the California's Fairs Insurance Authority."
I said, "Well, who does?"
He said, "Well, when I wear a different hat, I am the
State Insurance Officer for the Office of Insurance and Risk
Management for the State of California."
I said, "That's a differerit hat?"
He said, "Yes."
I said, "Are you responsible then for making a
determination for the State Fair as to whether or not this
company is authorized to do business in the state?"
He said, "W~ll, my office is."
I said, "Well, who else is in your office?"
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He said, "Well, there are some employees, but I'm the
only one."
I said, "All right. Has anybody submitted to you the
insurance companies that have been submitted by Butler to have
this insurance for the State Fair?"
He said, "I heard about it."
I said, "Who told you about it?"
He said, "Well, I don't want to say."
I said, "Has anything been submitted to you?"
He says, "~o."
CHAIRMAN FLOYD: Don't feel lonely~ I wrote a letter to
the Insurance Commissioner who doesn't much care. I haven't
heard anything back; I'm certain by the 2nd of January somebody
is going to have to answer the question.
MR. MINDER: Hopefully.
The end result is, Mr. Marquart •••
CHAIRMAN FLOYD: Well, we can't hack it here; not much
we can do about it; we've laid it on Mr. Marquart; we've written
a letter to the Insurance Commissioner, and we're hoping the
Insurance Commissioner has an interest in insurance matters in
the state.
·
MR. MINDER: For the record, I . ha~e gone a step further.
I have investigated Mendel K~liff -- getting this information
today -- Mendel kaliff has had his license suspended for writing
invalid insurance and that was in Texas~ he is not a California
corporation. He lists, under the policy, that the carrier that
is writing this insurance, is the Insurance Exchange of the
Americas at Miami.
I called the. Insurance Exchange of the Americas at
Miami, this morning, and I said, "Does Mr. Caliph write insurance
for you?"
They said, "No, we've never heard ,of him."
And I said, "Well,. who could .have written this insurance
then?"
And she said, "Well, maybe some other broker."
I know two other brokers who have written for carnivals
in the past who also have both been suspended from time to time,
and I inquired_of this Insurance Exchange of Americas (which is
not an insurance company-- they broker it out).
I said, "How about these other two people (and I named
them) do they write for you?"
They said, "No."
I said, "Well, do you have any idea who may have written
this insurance?"
They said, "No, we haven't the faintest idea." I gave
them the policy number •••
CHAIRMAN FLOYD: Is there a policy number?
MR. MINDER: There is a policy number.
I gave them the policy number, and I said, "Does that
help?"
They said, "No, that doesn't help."
In any event, none of these people are approved in the
State of California, and that's why I want to know from Mr.
Marquart how they get approved.
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Finally, yesterday afternoon at 4:30, after going to his
boss and after making about five phone calls that weren't
returned, I got the criteria in their policies and procedures
manual, that they're supposed to follow in making a determination
as to whether an insurance company is approved or not, and I
think that •••
CHAIRMAN FLOYD: How come he can get that and we can't?
Can we get that?
MR. MINDER: Somebody said it's because I'm a lawyer and
I yell at people, but •••
CHAIRMAN FLOYD: I'm a Legislator; I've never yelled at
anybody, •••
MR. MINDER: Anyway, what I'm concerned about as a
citizen and somebody who sends my nieces and nephews to carnivals
is, I'm not going to send them any more unless I'm assured that
the Office of Insurance in the State of California is making an
adequate inquiry into whether or not there is insurance there~
Do you know that the ~ase we had here in Sacramento -- where
people were very seriously injured, brain-damaged -- that was
Ambassador Insurance Company and there was no insurance to pay
those clients.
CHAIRMAN FLOYD: What we've got here is -- I've a great
interest in this but I have no jurisdiction in my committee;
we're safety. I have some staff people in the audience, ah,
we're qonna find out who has all this, we're gonna refer this to
the Committee on Insurance, because I think that's exactly wnere
it belongs. Mr. Waters in the Ag has some of this. I .don't know
that state contracts don't belong in another committee. I don't
think we've done a hell of a lot to this this next year. Maybe
we're going ••• everybody's going get involved in this situation,
but definitely I think there are two serious problems that I see.
I'm concerned with the safety. I think that Mr. Rinaldi's
organization is doing about the best they can with the
restrictions of all the administration cutbacks and the
unavailability of people to fill those spots. We're going
continue looking at that.
.
I have a serious concern with abdicating the responsibility
of the state to another group to do these inspections. But
that's apart from there. I have a serious concern about what I
see, and until proved otherwise, there's some kind of an
insurance scam going on. When you give a city a certificate of
·insurance and it ain't, then the Insurance Commissioner had
better start putting people in prison.
I'm further concerned about this contracting business, not as
a purview of my committee, but as a legislator and having a
concern that, when the State of California does business, whether
its the Ag Department, the Fairs, Caltrans or something else,
there ought to be a fair, objective means of awarding any kind of
a contract. So those are the concerns I have. I can understand
you and your client being the grieved party in this situation. I
can't understand why anybody asked you to bid on something and
then throws out part of your bid ••• If it doesn't mean
anything ••• don't ask for it. But, point awarding and who does
the point awarding, and, our board negates staff, which I assume
they hire competent staff, their analysis in this, it's all ••• the
whole thing stinks! I'm sorry.
-----------. ·-·------------------·-·-·--
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The entire business of how people of responsibility in . this
State award contracts and deal with other folks who provide
services for the citizens of this state ••• when I hear all of this
kind of stuff, I thin~ it stinks. And somebody had better get to
the bottom of it. We'll probably refer this to the Auditor
General's office.
Somewhere out there, the citizens of the state 9ught to know
that we bire people who have the best ••• their first interest .
ought to be the State of California. Tha~ includes all the
taxpayers, it includes all the facilities and all that. It
doesn't really look like that to me, and I've heard rumors of
this thing over several years. And everybody seems to do an
investigation of fairs and state fairs and they hire would-be
cops and they make big charges of underworld activities ••• I've
never seen anybody charged in a court of law with any of those
things. It just looks to me like that it somebody's little play
pen. And it ought not to be because, regardless where it stacks
up and the amount of importance and money and such for the State
of California, it's every bit as important as any other agency.
And, we're going · to continue to look at things ••• we have the
availability to ••• we're going do to get some other people
interested in this. I think that everybody ought to have an
interest, from the legislators to the Attorney General. And if
there's something ••• somebody's playing footsie with awarding
contracts in the name of the state, or California, or any agency
thereof, somebodi ought to look at it with the authority to do
something about it.
MR. MINDER: We thank you and that's exactly what we're
asking for.
MR. DAVIS: Mr. Floyd, I want to make just one final
statement. I have five here, but you just covered four of them.
CHAIRMAN FLOYD: I missed one?
MR. DAVIS: No, sir. And that is c.o ncerning ride
s~fety ·.
Steve Chambers from Western Fairs says that we have the
best record in the nation, and I disagree with that. I don't
believe ••• ! don't know where he got that information, but I don't
believe that that's true. I don't believe that California does
have the best record. in the nation.
.
. First of all, you would have a difficult time finding
the truth ou~. However, with your authority you can find the
truth out and it's very simple. The~e is one insurance company
that is accepted and approved and licensed to do business in
California. And most of us had insurance with that company this
past year. And your committee can ask Continental Casualty
Company for a loss record ••• a loss report of every carnival doing
business in California. There's also another company that was
not approved until recently, I believe, the American Columbus
Company, which is being written through Allied Insurance Agency
in St. Petersburg, Florida. I believe that that company has just
been approved to write insurance in California in the amount of a
million dollars, I think. But here again, I'm not speaking from
any great knowledge on that, but that company should also be
contacted. That way you don't have to rely on what Cal OSHA,
they're very honorable people, I have a very high regard for Cal
OSHA, . and they don't hear about all the stories ••• they don't hear
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about all the accidents. And so I think the thing you really
need to know is what does the insurance company know about the
carnivals in California?
Ride safety, I would say that ••• ! would agree with Mr.
Rinaldi when he answered Miss Reed's question about · how many
accidents are acceptable. And I can recall one time when Mr.
Craven and I were being interviewed by television here at the
California State Fair. And, I think that Mr. Craven quoted some
statistics, saying that only one person out of so many were
injured on carnival rides1 indicating that carnival rides were
basically safe, which actually they are. The rides themselves
are safe. Most of the accidents happen as a result of operator
error or customer error. And I said, well, you know, one out of
10,000 or whatever figure you want to put ther~ ••• lOO,OOO ••• that
would be a very good statistic, unless that was my grandson. And
then it would blow it all to pieces, because ~hat one person,
just like that little girl that got her arm broke down
there ••• now that really doesn't mean too much to us in this room.
Except that if that was your granddaughter or my granddaughter,
it would mean an awful lot. That wouldn't be a minor accident
any more. That'd be just about the most major catastrophe that
would happen to me, if my grandson got his arm broken. And
so ••••
MR. DAVIS: Anyway, the fact is that ride safety is
really like safety in any business. It's the matter of the
integrity of the person ••• the integrity of the operator. And as
long as you're going to have operators out there that just don't
pay attention to it, or they want to rely on the statistics ·
saying that one out of so many is going to get hurt, it's
business as usual, open the thing back up, ~et's get back to
work. So long as you have operators out there, you're going to
have accidents. The only thing that we have to level this thing
out right now is the availability of insurance. If an operator
is a sloppy operator, then you're going to find that licensed,
approved substantial insurance companies are not going to offer
them insurance at a price that they can afford to pay. They're
going to say okay, just like they do with the workers'
compensation in this state. If you run a sloppy ship, you're
just going to have to pay twice as much as the other man does.
And it's very, very equitable. It's the right thing to
do. Now if a person has a bad record, then he should operate a
year, possibly with no profit, but he should pay for his sins.
And I believe that there's just no middle ground between good,
solid, sound insurance because what sound, solid insurance says
to you, Mr. Floyd, is that this is a sound operator.
And so, with that I'll shut up and answer any questions ,
if there is ••••
CHAIRMAN FLOYD: Does anybody here have any questions?
Go ahead Susan.
MS. REED: Mr. Davis, when a person gets on an amusement
ride, do you think they have an expectation of safety, more so,
say, than if they get into an automobile, or if they go into a
mine shaft or something else where you find a lot of accidents?
You think the expectation of safety is much stronger on an
amusement ride?
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MR. DAVIS: Absolutely. To the public the expectation
of getting ori an amusement ride, especially when they look around
the lot and see some of the people when we hire, which are really
better people· than their first appearance makes them out to
be ••• I would suppose that most people have a great concern for
their safety and we have a great concern for their safety, too,
because we look at the same people. And here again is where I
come back to the question of integrity. It depends on the
operator. If you're out there watching your help and watching
what goes on, and if you're willing to spend money maintaining
your rides in a good safe condition, then I think that that's our
responsibility. To answer your question, I would say that most
people, they really question the safety of amusement equipment.
Yes, ma'am.
,
CHAIRMAN FLOYD: Thank you very ·much. I'd like to,
announce that Mr. Gary Condit, Assemblyman Gary Condit, Chairman
of the Governmental Organization Committee, has joined us. I
wish he'd joined us earlier then I'd have slipped out, but like I
said earlier, this is a multiple jurisdiction thing. I think a
little bit of it belongs to everybody. We're liable to be doing
this for a year or so. It sounds very interesting and, quite
frankly, very confusing.
We have a request from Mr. Richard Byrum to speak, and
anyone else in the audience thereafter. We've gone through the
list of whoever else we have, so we try to do a wide open hearing
when I'm involved in them, and if anybody out there is suffering
from ingrown words, you're next.
MR. RICHARD BYRUM: Thank you Mr. Chairman and members
and members of the staff. We're going to keep our remarks short.
I think we all agree it's lunch time. Seated with me on my right
and· your left is Earl Butler, owner of Butler Amusements, and, as
you said, my name is Richard Byrum. I am the general agent for
Butler Amusements. Our company is based in San Jose. We
currently ·do in excess of 100 ca~nival dates in California each
year and currently do in excess of 30 fai~s in California.
Basically what I want to do is primarily comment on some
of the discussion that's been held previously.
CHAIRMAN FLOYD: I would if I were you.
MR. BYRUM: In answer to one of your questions, you
asked first of all how contracts are handled as far as carnivals
are concerned in the rest of the country. My experienc~ prior to
joining Butler Amusements has been primarily as a fair manager.
I have about 13 years fair management experience primarily
outside of California.
CHAIRMAN FLOYD: Do you think this point system, the way
we're awarding contracts ••• you like that?
MR. BYRUM: I think an evaluation system based on some
kind of a criteria is the sensible way for fair management and
fairs to evaluate a carnival contract, and I can ••••
CHAIRMAN FLOYD: Representing a carnival, though, you're
no longer a fair manager manager ••• ! can understand you love that
system as a fair manager. You think it's a good way for the
State of California ••••
MR. BYRUM: It isn't a case of loving the system · or
ha.ting the system, it's a system that's designed, in my opinion,
·-·--··-···-···--····. ·-- .-4 5--·-

where a fair can evaluate a carnival based on a variety of things
that are important for that fair. First of all, in awarding a
carnival contract to a fair it is not simply renting a piece of
real estate for ex number of dollars. They're contracting with
an attraction for their fair who is also performing a service for
that fair. In addition to being one of the primary sources of
revenue for any fair, it's also one of the strongest attractions
that the fair has to offer from the st~ndpoint of attracting
people through the outside gate. So there are a number· of other
things to consider. I think if you've looked at or perhaps you
might want to take the opportunity to evaluate surveys done at
various fairs throughout California and perhaps even the balance
of the country for that matter, but you'll find the carnival is
determined most generally to be the strongest attendance factor
in determining attendance at the fair for children 18 years of
age and under.
CHAIRMAN FLOYD: Only reason I go.
MR. BYRUM~ And there are things that go into that.
Number one is the kind and quality of rides that are offered. In
other words, most of our carnivals specify a certain number of
rides, but all rides aren't the same in terms of their
attractiveness, in terms of their capacity, and in terms of their
appeal as far as ticket sales. In addition, one of the other
things that carnivals typically do, or should do, in order to
offer the fair a complete package, is offer various promotional
activities, such as ••• you might not be familiar with these, but
in some cases we'll Qffer a promotion where all of our rides
during a specified period are priced for SO cents each. Ori
occasion, we'll offer a total ride package, in other wor~s where
you can purchase a credential on the carnival which will give you
unlimited rides. Those things are very important to the fair.
And I can just give you an example from my own experience as a
fair manager. The first time that I went to a pay-one-price day,
which was on a week day, which typically are slow attendance days
at ev.e ry fair, our carnival gross increased about seven times
over what it had been that same day in the previous year. At the
same time, our outside gate attendance doubled because of that
promotion.
Now one of the things that appears to be somewhat of a
conte~tion in the carnival specifications is Exhibit B, and
that's where the flexibility of the proposal in terms of what the
carnivals tells the fair what they can do for them, that's where
the~e types of things are specified.
And a dollar amount, as
someorie mentioned, is put on them; however, in the specifications
it reserves the right of the fair board to determine the actual
value of that particular offer to the fair.
CHAIRMAN FLOYD: And as I recall the previous testimony,
and this was the state fair, the fair board determined there was
no value to that at all. Right? If they threw it out ••.• is that
right?
MR. BYRUM: Sir, I haven't actually seen their
e valuation, so I don't know.
CHAIRMAN FLOYD: No, no ••• did they throw it out?
MR. I don't know.
CHAIRMAN FLOYD: You don't know?
-
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MR. BYRUM:

We haven't actually seen; •••
CHAIRMAN FLOYD: You didn •·t have one in?

You did have

one in?

MR. BUTLER: We submitted our proposal, but we weren't
granted the privilege of seeing someone el~e's or anything. I
haven't seen anyone else's.
·
CHAIRMAN FLOYD: Did they throw Exhibition B out in
your ••••
MR. BUTLER: We don't know.
MR. BYRUM: I'm not sure.
CHAIRMAN FLOYD: You were awarded a bid and you don't
know what you were awarded?
MR. BYRUM: Well, we were awarded the contract. · We
haven't thought to go in and ••• I mean, we really haven't felt a
need to go in and scrutinize the evaluation sheets. But •••
CHAIRMAN FLOYD: Wait a minute. Wait a minute. Wait a
minute. You're in business.
MR. BYRUM: Absolutely.
CHAIRMAN FLOYD: That Exhibition B is gonna cost you ex
number of dollars. Somewhere from 98 cents to a million dollars.
I don't care about the figure. You submitted a bid with
something in Exhibition B.
MR. BYRUM: Sure. ·
CHAIRMAN FLOYD: But you don't know whether, when the
bid was awarded, you're liable for that 98 cents to a million
dollars, whatever the figure is. Is that right?
MR. BYRUM: Our intention is that we would be. What we
put in our proposal, regardless of whether they accept it and
said they wanted it or not, we wanted them to do it anyway.
CHAIRMAN FLOYD: When do you intend to make up
this ••• when do you intend ••• you put in a bid, and I would assume
if you get a bid then you have to ••. I mean if you make a widget,
you 9et a bid for a thousand widgets, you have to start preparing
to make a thousand widgets. Somewhere between now and fair day,
you have to begin to decide, you know, to prepare to meet the
specifications of your bid. But if some of those were thrown
out, you don't have to meet that.
MR. BYRUM: My presumption would be that they probably
were not thrown out. The typical procedure is that any fair you
submit a · proposal for makes a copy of that Exhibit B, which they
should ..••
CHAIRMAN FLOYD: I was just told that that segment of
the bid was thrown out by the previous bidder.
MR; BUTLER: We don't know ·that. I've heard a lot of
things up here that wasn't a hundred percent ••••
CHAIRMAN FLOYD: I've heard all kinds of crap, I'll tell
you.
MR. BYRUM: We would seriously question whether that
would be the case, but in addition to the promotions, there's
other things. that we typically do with some of our contracts.
For example, we agreed in this case to do some landscaping and
some other types of things that not only would be of value during
our course of the contract, but will be of value of course to the
fair ongoing.
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CHAIRMAN FLOYD: Whoooo Hoooo ••• you gonna do landscaping
at Cal Expo?
MR. BYRUM: Temporary landscaping. Yes.
CHAIRMAN FLOYD: Wait a minute. I'm sorry ••• you know,
maybe I did fall off the damned turnip truck here. Landscaping
is landscaping. Temporary'landscaping is beautification ••• in ·
order to make whatever you're going to ••• and when you say that
you're doing something of value to the property, it's of value to
the property at the moment. But if it's temporary you're gonna
roll it up, put it on a truck, and move out, so there's no ••• and
I'm not making an evaluation. I don't even know that I want to
get into all this crap.
What I want to get into with you is, I was told
earlier ••• we were ••• Mr. Marquart was here and all ••• that you have
no insurance. There's some newspaper thing, and that's sort of
of interest to me. As far as the bid ••• you know ••• who's lying
about·the bid and who's fighting over the bid, hell, that happens
in every business. Guy looses the bid, fights over it, the guy
that wins the bid defends it, all this type of thing.
But were you qualified by virtue of having the necessary
insurance coverage tb walk in and make the bid? It's like a
contractor. You can't bid on a contract in the State of
California unless you have a contractor's license. Okay? I
understand that you can't bid on this unless you have proof of
insurance as you go in. The question out here, is that no body
·seems to hear Mr. Kaliff, I'm sure you know Mr. Kaliff, and
you'll refute that and that you have insurance .and t~is type of
thing, but there's newspaper stories ••• there's allegations and
all this. And quite frankly, in fact, if you don't have
insurance, I can't imagine you'd come before a committee I'm
chairing ••• and don't lie to me because ••• well, everybody lies to
me ••• no big deal.
You really ought not, because there's some press and
other people around that ••• so if you've got insurance, please
tell me you've got insurance now.
MR. BYRUM: We have insurance that's been placed.
They're surplus lined carriers and in response to I think
something that was brought up earlier, our understanding is that
according to our broker the regulations are such that after new
surplus lines coverage is placed, a California surplus line
broker has to sign on to that coverage within a 30 day period.
And our intention is to meet that; Our papers have been
submitted to the proper authorities.
·
CHAIRMAN FLOYD: Whoa, . whoa, whoa, whoa, whoa, whoa,
please ••• don't confuse me any more than I am. It's my
understanding from what I heard you must have proof of insurance
as you go in. Now you say you've got 30 days to cover. That's
like picking up my markers up at Caesar's. I got 30 days to pick
'em. up. I know that. Now ••• I know you know, I don't want to get
into business secrets now, but would you care to name your
broker, agent or something like that? Or the. company in which
the surplus lines ••• now I don't understand insurance, I don't
understand surplus lines company and all that. I do understand
Aetna, Continental, Sears Roebuck ••••
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MR. BYRUM : Is your question in regard to the coverage
at the time that particular proposal was submitted? That
coverage was written through Haaz, Wokerson, Woberg in Kansas
City, which is the Continental Insurance Company.
CHAIRMAN FLOYD: Continental. Your insurer is
Continentai Insurance Company?
MR. BYRUM: That's who it was at the time that proposal
was submitted ••. that was your question.
CHAIRMAN FLOYD: Whoa Hooo. Whoa Hooo. I assume that
if I have to prove to the bank that my car is insured so that I
can continue giving them the monthly payment, that at the moment
that I say it's covered, that's fine. The bank expects me to say
it is covered today and will be covered through this contrac.t.
MR. BYRUM: Absolutely.
CHAIRMAN FLOYD: Now you're getting down and saying that
at the time we made the bid Continental Insurance was my company.
Is it today?
MR. BYRUM: No.
CHAIRMAN FLOYD: Who is?
MR. BYRUM: Well, we have two companies for our
underline. Do you want to talk about that a little? Basically,
there's .•••
CHAIRMAN FLOYD: I'm getting more and more confused.
You went in. You told the State of California: Continental is
my insurance company. Have .you informed, ••• that as of today that
Continental was no longer your insurance company in order to
still do business with the State, that some other insurance
company is your insurance company?
MR. BYRUM: Of course. They have certificates on file.
Our insurance ••••
· · CHAIRMAN FLOYD: Mr. Marquart. Have you been made aware
of that company bid as saying that Continental Insurance Company
was the carrier? Have you been informed of any changes in that?
MR. MARQUART: Mr. Floyd, as · I told you earlier, the
State Fair ••. is different than the •.••
CHAIRMAN FLOYD: Who the hell makes ••• who can speak for
the· State Fair in this room? Nobody? What the hell are we
dealing with the State Fair contract if nobody's here.
MR. BUTLER: I think I can explain that if you'd like.
CHAIRMAN FLOYD: I wish somebody would.
MR. BUTLER: Well. Okay, first Qf flll, to be
prequalified in the State of California, you do that like
February first. You prequalify until you have a change in your
paperwork. We have to submit about 20 diffe~ent documents to the
State. Once that's preapproved, then we can bid or negotiate at
any of the fairs to try to get a fair. Our insurance expired
November 18. We put in our proposal to the Sacramento State
Fair, I'm not sure of the date ••• I think November first. No. It
was October 31. It was on Halloween. And then on the 15th of
November, they had a board meeting and they awarded us a
contract. When we were awarded the ·contr,ct, our insurance
expired on the 18th. Three days later. Then, when picking up a
fair as large as the California State Fair, they wanted to
negotiate. Our coverage is probably the first one to come up for
renewal in the State of California.
·
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CHAIRMAN ~LOYD: Okay. That's good. And I . understand.
Some of my confusion is disappearing because we don't give a damn
about the State Fair here, right?
MR. BUTLER: I don't know .•• I do.
CHAIRMAN FLOYD: That's a contractual problem that you
have with Mr~ Smith? I . have here a date of certificate issued
12/8/86. Submitted, ••• the certificate holder being the State of
California District Agriculture Association, Department of Fairs
and Expositions, ••• Butler Amusement Company, ••• written by a
certificate of insurance by Mendal s. Kaliff. Is that your
insurance broker?
MR . BUTLER: Yes.
CHAIRMAN FLOYD': That is your insurance broker?
MR. BUTLER: Yes.
CHAIRMAN FLOYD: Licensed in the State of California?
You don't know. Let me ask these guys. Be isn't? Be's
new ••• He's come back into the business. Mr. Marquart? To your
knowledge is this new-back-in-the-business guy, licensed in the
State of California?
MR. MARQUART: I have not gotten this to evaluate, but
it's ••• knowledge of his prior activities ••• ! will check to see if
he was licensed in the State of California.
CHAIRMAN FLOYD: Okay, I have one 11/25/8.6. City of
Santa Fe Springs, California, coverage written by Mendal. When
did he come back? He's now back ••.•
MR. BUTLER: About six months ago he contacted us and
was interested in starting back in the insurance business.
CHAIRMAN FLOYD: Our information -- and t think, maybe,
you have a lawsuit against Mr. Kaliff, Mr. Butler -- our
information is that nobody can seem to locate him as doing
business in California. We've called the Insurance Commissioner,
we've checked everybody; they might have it stacked up; they may
be six months behind in their paperwork. Information received
from Texas, San Antonio, is that he's been suspended or he is not
licensed there or something; I assume that you've seen that too.
MR. BUTLER: Yes.
CHAIRMAN FLOYD: You have or you don't.
But, I would assume when you leave here that you're
going to call your attorney and you're going to find out if
you've been a victim of a scam. The guy has ••• (staff talking to
Mr. Floyd as an aside) ••• and the Department of Insurance, my
staff tells me, says that neither of these insurance companies is
authorized to do business in California. I would sue the p~nts
off this guy if he came in and put you in jeopardy saying, "Here,
I've got some insurance," because I think the City of Santa Fe
Springs is going to -- cities don't like to be conned, so they're
going to come but they'll probably come at you too, so I would

...

MR. BUTLER: I believe I have insurance, · Mr. Floyd.
CHAIRMAN FLOYD: ••. I would get at my attorney real fast
and recognizing that -- like I say, this is the damnedest hearing
I've ever been involved with. It's not my hearing; it's Norm
Waters' hearing. It gets more and more interesting as we go down
the pike here, and I think the Department of General Services and
I think you, Mr. Marquart, have your work cut out for you. I

- so
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would seriously expect some kind of an answer to some of· these
questions, as best as you can, to my office and to Mr. Waters'
office. I don't know how serious any of these things are, maybe
they don't mean anything1 I mean, didn't they have an accident in
·santa Fe Springs?
MR. BUTLER: No.
CHAIRMAN FLOYD: Well, hell, insurance is moot then. I
mean, maybe, fortunately, insurance is moot •••
UNIDENTIFIED VOICE: No. I don't think it is moot •••
CHAIRMAN FLOYD: I would talk to. Mr. Kaliff and my
attorneys .if I were you, real quick, and I would assume that,
although nobody seems to be responsible for Cal Expo, somebody
out there has to be, and I'm certain your competitors are going
to be out for your hearing which is Janu~ry 2nd. What a hell of
a day for a hearing.
MR. BYRUM: Sir, if you'll let me respond on this one
matter ••• these are •••
CHAIRMAN FLOYD: Absolutely.
MR. BYRUM:
••• these are surplus lines companies •••
CHAIRMAN FLOYD: I don't understand surplus lines
company. I understand companies that are authorized, who offer
insurance coverage in the State of California. I don't care
where their surplus is. We would like to have proof that those
companies -- those surplus lines companies (sounds like War
Surplus Stores or something to me) -- I mean, I'm not into
insurance -- all I do is tell my agent to make sure my butt's
covered •. But it is incumbent upon whoever is writing your
insurance for you not to con you, but to sell you -- any agent, I
would think, would know that if you're going to sell insurance in
the State of California you've got to be authorized to do it. If
they're not, they're taking terrible advantage of you, putting
you and your client in a really tough position. I hope you have
insurance. I hope - you do, but if you don't, maybe Mr. Kaliff
(and he's been judged as being ••• ) Well, he paid a $10,000 fine
for . something and it wasn't for forgetting to cross the "t" and
dot the "i"; it had to be something serious. In those days, a
$10,000 fine from this State, you'd almost have to have blown up
the Capitol •••
MR. BYRUM: Again, sir, if you'll let me finish my
testimony in that regard •••
CHAIRMAN FLOYD: Go ahead.
MR. BYRUM: As I mentioned, both of these 'companies are
surplus lines companies, and whether we call them "surplus" or
whatever terminology we decide to use, in fact •••
CHAIRMAN FLOYD: You're not an attorney, though.
MR. BYRUM: That's correct.
CHAIRMAN FLOYD: Let me recommend to you to tell your
attorney to look up the code, Section 7912 Insurance Policf Bond
or Cash Required: "No person shall operate an amusement r1de
unless at the time there is in existence a policy of insurance in
an amount not less than $500,000 insuring the owner-operator
against liability injuries suffered by persons riding amusement
rides." And then refer him (your attorney) to Section 7915, and
it says: "Failure to comply with 7912 is a misdemeanor." A
misdemeanor in the State of California is punishable by a $1,000
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fine up to a year in county jail. So, if I were you, I would
make certain -- because this is sort of public, these hearings;
this thing goes on to the press and everything else and if this
guy's put you in a position, this Kaliff -- you've presented
this, I'm certain, in good faith to the City of Santa Fe Springs
-- but if he's put you in a position, you know, I'd hate to think
about a year in a gray stone hotel and that's what we're talking
about.
·
Somebody is going to get tough on this thing; somebody
is going to insist that Mr. Marquart be totally informed as to
what happens in insurance matters in this industry; somebody is.
Also, down the line -- there's some folks from Sacramento here
who take a great interest in Cal Expo and they're going to insist
that that thing (it's got friends and enemies throughout this
Legislature) -- somebody's going to insist that they're covered
I'm totally ill-equipped to deal with matters of insurance; it's
not my bag. But the law says you must have it and if you don't
have it you're guilty of a misdemeanor. I'm sure you're not; I'm
sure you're in great shape. But just the fact that this document
comes out and nobody knows where this "cat" is and you tell me he
is newly back in the state -- the Insurance Commissioner is not
aware that he is newly back in the state. As of yesterday, the
Insurance Commissioner thinks he is history.
I don't know; we'll have to look at the penalties for
sham insurance. There's a great problem with insurance in the
state, and whenever there's a problem, there's some con
operators. I hope you weren't a victim.
MR. BYRUM: Well, again, surplus lines companies •••
~here are procedures that must be followed; one of each is a
California broker signing onto the coverage, and th.o se processes
are in motion, and to the best of our knowledge, all our bases
are being covered.
·
CHAIRMAN FLOYD: Oh, and you can tell Mr. Kaliff, if you
see him, the violation of Section 1764~7 of the Insurance Code:
"Any person that violates Section 1764.2, 1764.3 and 1764.4 is.
guilty of a public offense" (god, that sounds terrible), "and
punishable by imprisonment iri the state prison or a in county
jail for not exceeding one year or by fine not exceeding a.
$10,000 fine or by both."
I think maybe that's what the one $10,000 fine earlier
was. I'm not casting any stones; I'm just saying where are you,
and some stupid legislator had a copy of this thing where
somebody providing insurance in or near a city in the State of
California...
I'd call my attorney right now; I think Mr.
Marquart is nodding his head "yeah, it's probably a good time."
That's why attorneys do so well in this country, I guess.
I'm sorry, but I don't understand surplus lines and you
could sit here and give me a lesson that would probably take
three hours and I still probably wouldn't understand it.
MR. BYRUM: I'm not sure I could give you an adequate
lesson either; I'm not knowledgeable in insurance but •••
CHAIRMAN FLOYD; That's my problem, and I don't want to
•••

MR. BYRUM: ••• but one of the provisions, as I
that is required in placing surplus lines coverage in

~entioned,
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the state is .having a surplus lines broker sign on, and we
haven't blindly gotten into the arrangement, and we've been to
the Surplus Lines Association and so forth, and we feel confident
that the papers we filed in the right places will solve our
problem.
CHAIRMAN FLOYD: Good. I hope so.
MR. BYRUM: I hope we're right. With insurance like it
is, we're all having •••
CHAIRMAN FLOYD: Mr. Butler, you have something you want
to say? Other than they're picking on your good name here, but
you can do that in a bar some, too. I mean they pick on my good
name all the time around here.
MR. BUTLER: Well, we've done a real good job in the
State of California for many years, and we will continue to do
it, and I was surprised to hear my name thrown around up here a
little bit, but insurance is toug~ to get right now and it is not
easy. And when we were awarded the California State Fair, then
they had to reevaluate what they'd been giving as far as
insurance and the dollars and cents, and that's why we went to
Mr. Kaliff. His rate was less than what the other competitor
was.
CHAIRMAN FLOYD: It damn well ca·n be if he doesn • t have
any insurance there! I tell you that pieCe of paper is worth
about a buck-ten and then the copies.
Somebody else?
MR.. BYRUM: I might speak a little bit in regard to the
carnival criteria, if we want to get back to one of the things we
were discussing here. ·
CHAIRMAN FLOYD: we were there at some point. Thank you
Mr. Marquart.
MR. BYRUM·: First of all, we did trade some of the
aspects of the carnival and some of the other things that the
fair looks at in terms of actual contract revenue, in terms of
just running "x" amount of real estate, or whatever; I think we
discussed the fact that really contracting ·with a carnival is
more of a total package, and then we talked about some of the
other things that're done with the carnival.
I think one of the things that our industry has faced
over the years -- we've had a tremendous amount of pressure put
on us and on fairs in general by the amusement park industry to
make our operations cleaner and more attractive, and those are
the type~ of things that some operators can offer to a fair and
those are · a basis of evaluation or whatever consideration, maybe,
that need to be looked at.
CHAIRMAN FLO¥D: Yes. That is an aesthetic package.
MR. BYRUM: Well, possibly •••
CHAIRMAN FLOYD: The old line that beauty is in the eye
of the beholder, also. Do you agree that it gives a littl~ more
leeway in a subjective way, rather than an objective means of
reaching it, so that there could -- not that there ever is -- but
there could be a little favoritism based on something other than
the· carnival?
·
MR. BYRUM: No. Not in the item we're talking about.
We're talking about Exhibit B which is what I was talking about
when we drifted off into the insurance subject.
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CHAIRMAN FLOYD: I understood Exhibit B to be
promotional stuff, and not landscaping.
MR. BYRUM: Promotional aspects are one item; there are
other things that enter into it; for example: entrance gates at
the carnival, flags around the carnival area, maybe a canvas
sidewall on a fence (perhaps to cover up other things),
participation and other aspects of the · fair, such as sponsorship
of various activities at the fair, perhaps participation in the
fair's market livestock sale, this type of thing.
CHAIRMAN FLOYD: In other words, sweetening the pot.
MR. BYRUM: Well, it's all of a value to the fair; sure.
But, a fair, as you realize, is a •••
CHAIRMAN FLOYD: Could there ever be any sweetening of
the pot that isn't listed in that package?
MR. BYRUM: I .have no idea.
CHAIRMAN FLOYD: Either there are effective checks and
balances so that the -- you know, that's the difference · between a
subjective and an objective thing. Man, this is what you're
bidding on; this is the very dollar.
I can see some great advantages to both; I can't see any
great advantages to the point system up to that. That could be a
part of it but you can't balance, in my view, this sweet•ning of
the pot with draping a canvas, promoting --· you can~t say that
the safety aspect (and this should have equal weight in a·point
system) or that this can ever have more weight in the point
system, more than the amount of money that the agency gets from
.the operator and the safety factor. Those are the two of them;
whenever anything else is of more balance, then, I think -- you
know, I'm just one of those guys that's sort of cynical. I think
there might be something here I don't see on the page. I don't
think any of you want that and I don't think any of you want to
be put in that position, and I'm just saying when you're sitting
here and you're endorsing the present system, that's fine, but
there are other people that aren't endorsing it. I would just
like to see the agency get together .and do something so that all
these things are good; all these things have advantages ••
MR. BYRUM: I don't think anybody would disa9ree with
that •••
CHAIRMAN FLOYD: But, I think the weight of those things
-- as indicated to me not only in this hearing but other things
-- the weight of those other things and the opportunity of fair
~anagers to swing that thing based on something else, leaves us
all in somewhat of a precarious position; leaves us open to -when you lose· one, you're going to say, "Yeah, my competitor
slipped the s.o.b. something under the table," and they're going
to say the same thing. Don't tell me it doesn't happen, because
I know it happens, and we have to do our best to eliminate that
so that if he does, it comes out of-- you know...
·
MR. BYRUM: ••• I think whatever agency takes whatever
safeguards they can to prevent that, and I think we would expect
our public bodies to do that.
CHAIRMAN FLOYD: Yeah, but I think what you've done is
open a gate to where it is impossible, almost, to safeguard
against that -- unless somebody snitches somebody else off, and
that doesn't usually happen until the grand jury.
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MR. BYRUM: Well, I guess 'that's something you'll have
to evaluate. I really don't agree with that. As I say, based on
my experience as a fair manager and in the carnival business, it
certainly is important to look at other things than just dollars
and cents.
CHAIRMAN· FLOYD: Absolutely important to look at other ·
things, but to award a contract on other than the safety ·and the
dollar and cents, but because those other things have to do with
the dollars and cents, don't they? I mean, that's not puff.
But, when you can say, "Gee, the guy is going to drape the fence
so we'xe going to be $20,000 less, but it's gding to be pretty in
this corner," that leaves too much opportunity for something
else. ·I don't know, I think that now that we have a new attorney
taking care of those things, I'm going to get a little education
outside of one of these rooms, when, you know, everybody is
putting their best foot forward and beating the hell out of their
competitor, and I understand that •••
MR. BYRUM: I think you're going to get more valuable
input, frankly, in your dlscussion with Fairs and Expositions,
and as Ms. Chesbrough indicated, she is recently new in this
position, but ·certainly in her experience with General Services
and, also, in her brief experience .••
CHAIRMAN FLOYD: That's the only thing I hold against
her •••
MR. BYRUM: ••• she's dealt with us a lot, but I do think
you will get some valuable insights, some history, and so forth,
that will very definitely be beneficial •••
CHAIRMAN FLOYD: Tha.nk you. And, I would like you, at
some point -- I'm splitting~ I'm not going to be here through the
whole proceeding~ I'm not going to make any hearing on the 2nd,
but maybe you can avail yourself of . the opportunity to come in
and talk to my . staff and myself and that's for everybody in the
industry. For some reason I've developed a little interest .in
the issue.
·
CHAIRMAN FLOYD: I'm sorry~ I don't cut anybody off •••
MR. BYRUM: . .Okay. I've covered lot of the things here;
ther~ are more things I'd like to get in to, but it seems as if
the flow gets a little altered here from time to time but,
basically, the evaluation of the carnival, as you indicate -financial -- certainly is important -- that's why 40\ has been
put on it~ a strong set of points has been put on safety and we
feel that's very important. I think one thing that was
represented here in regard to safety perhaps was not represented
100% accurate, and I would like to discuss that briefly.
In the carnival criteria, typically the different items
are broken down -- in other words, it's 10 points walking through
the door properly: there are, generally, different pieces of
criteria, like safety -- th~re's current safety procedures,
properly licensed rides. Anybody who operates a carnival at a
fair better have properly licensed rides, so I doubt if anybody
ever gets less than whatever is allocated in that category. The
other is on safety record. So, I think that one presentation
that was made cited a contract award where "x" amount of dollars
from one operator was set aside in reserves, and . "x" amount for
the other; the fact of the matter is that probably. those loss
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records were probably only given, maybe, 7 or 8 total points in
the whole safety picture; the rest of that is based on such as
Mr. Johnson talked abo'u t, and that is what the individual
operator does in so far as training his personnel, the kind of
program he has as far as a daily ride inspection program, that
sort of thing, so safety is not just a one issue point.
And everybody here today, of course, has talked about
ride safety but it is more than just ride safety. We don't want
our truck drivers driving down the road in an unsafe condition;
we don't want our food operators serving unhealthy food to our
customers, and so there is more to safety than looking at ride
safety, and any · fair who responsibly evaluates safety, and I
think the criteria is set up in that manner, will look at all
aspects. Again, I •• .• Pardon?
CHAIRMAN FLOYD: You're not saying that what happened
yesterday doesn't count today?
MR. BYRUM:. Sure it does. In all our specifications,
that -- first of all, I don't know whether we talked about -- in
addition to what is submitted to the State as far as ·
prequalification material, the specifications that are sent out
by each fair require an abundance of other materials. One of
those things they typically ask for is to submit copies of
insurance company loss records for the last two years. In
addition to that they ask for a detailed summary of any loss
where the reserves set~aside is over and above $5,000; and then
in addition to that (at least we do in our proposals), we also
tell them what we're doing about current safety programs; we
detail information about our ride inspection program, training,
and so forth, of our personnel.
CHAIRMAN FLOYD: And that all goes to •••
MR. BYRUM: Each fair soliciting a contract. Yes.
CHAIRMAN FLOYD: And . then they award the points on that.
Are the points weighted equally as to what you're d.o ing now as
opposed to what your record was?
MR. BYRUM: Well, I think, as someone indicated, I have
a set of specifications in front of me -- this is for the Colusa
County Fair that is going out in early 1987. Under safety
they've allocated 20 points and ~hat is broken down into three
different categories. The first category is the liability loss
records for the last two years. For that they allocate 7 points.
Properly licensed, mechanically sound rides: 7 points.
· CHAIRMAN FLOYD: Everybody gets that. That's an ·
automatic.
MR. BYRUM: Well, if they're playing the fair, they
better have their rides . stickered. Right.
Current safety policies and procedures, which details
what you're doing as far as inspecting your equipment, again on a
daily basis, training program, that sort of · thing, is also given
6 points.
CHAIRMAN FLOYD: What's the last one? Okay. We're
saying, "We're good guys and this is what we're doing, and
writing it up on a piece of paper." You threw out the 7 for the
license because everybody is. Not necessarily? Okay -- should
be.
MR. BYRUM: Right.
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CHAIRMAN FLOYD: But, we're talking about -- as
everybody in this room is a good, clean operator, right? So you
all are. And then 7 points for the loss ratio. It seems to me
that, if you throw out the 7, you've got 7 points for your
history of safety and 6 points for what you say you're doing now.
That doesn't seem to be a proper weight. I think 12 points -- I
mean, what can you go. by except your history? I mean, I can tell
the judge, "Hey, I'm not going to run another stop sign"; he's
still going to take my license, okay? Because he'll say, "Yeah,
you always say that after you've been convicted of running
another stop sign." I think that's one of the problems on this
point system. Naturally, anybody is going to say, "Hey, that was
before; now this is what we're doing." But, somebody has to look
at the "before." I'm certain the insurance companies do, and I'm
certain that as long as the history of an operator has equal
weight -- the loss history, the accident history -- has equal
weight on what the operator says he is doing now, there is
something wrong with the weighting. Anybody can say, "This is
what we're doing."
MR. BYRUM: You can shuffle the points around, but in
response •••
CHAIRMAN FLOYD: I'm not robbing banks any more, so
therefore I'm a good citizen; I robbed a bank last week, but now
I'm working as a janitor somewhere so forget last week. Last
week doesn't have as much emphasis as my working as a janitor -yes, last week has a lot more to do with it, and that's what I'm
saying, and I hope that the Ag, everybody that's come up with
this, who is going to show us how much better this was than the
previous system, that they look at it -- don't just tell me
"points," tell me how you get to the points.
You're saying a point after the touchdown is worth 6 and
the touchdown is worth 7 -- that's not the way the game is played
-- touchdown 6, the point after is 1 -- and that is the way you
ought to rate that. I don't know, good or bad, you can look
through all the different weightings, but on the safety thing,
·let me tell you, I believe that weighting your record at 7 and
your good intentions at 6, and throwing out the middle 7 because
everybody gets 7, is wrong.
.
MR. BYRUM: Well, I don't agree with that because one of
the things that's asked for in every set of specifications that
we get from a fair, they specify that a ride inspection will be
conducted at two or three or whatever different times during the
duration of that fair. Now, if I'm a fair manager,or a
responsible fair board, I'm going to want to know some basis on
how that •••
CHAIRMAN FLOYD: Absolutely not, sir. You just answered
the question. They specify that they're 9oing to inspect this,
this, and this. You have no choice but to meet the inspection.
They're informed; I mean you're doing just what you have to do to
keep the game in; you shouldn't get any extra points for keeping
a safe ride; okay? And, when you get 7 points for whether you've
been a good operator and 6 points when you don't have any choice
but to be a good operator because they're specifying the
inspections, that's what I hear you say.
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MR. BYRUM: Well, I think the fact of the matter is,
sir, is if you go out in the field, you'll find that there
obviously is leeway in that regard. To proceed under the premise
that all carnivals are created equal ~s a misnomer.
CHAI~N FLOYD:
And, I guess that all operators created
equal is something else. I don't care about equality, to tell
you the truth. I care .about safety on those rides. If the
operator -- back to your weighting: 7 points for history, 6 for
now; if you don't meet that, the history is going to be there
again. I believe from what I hear today, and what I've seen and
heard -- and I ride carnival rides; I've ridden carnival rides in
Tijuana, and I know they haven't got any thing on there •••
MR. BYRUM: They're not stickered there.
CHAIRMAN FLOYD: •.• That's ~ight, and I lived through it
-- but it is the greatest example, I think, of why this point
system is inadequate, poorly balanced, and it should be changed.
I mean, in dealing with accidents, the history is more important
than the present because, like you say, they're not all created
equally. So yes, we'~e going to do this, that, and the other,
but if they're not making those inspections, you'd be a fool to
keep it up, particularly when if you have an accident then the
next time it just goes on the weighted system of the history,
which is counterbalanced by what you're saying we're doing now.
That doesn't make any sense to you? Not much makes sense to me.
MR. BYRUM: I didn't say it didn't make sense to me.
I'm sure this is like any issue. You obviously continue to .
discuss it •••
CHAIRMAN FLOYD': Well, the differences of opinion and I
would imagine there are ••. • well, how many people in the room?
That many differences of opinion. Maybe we could get down to
where people can start agreeing on some of these. But not with a
point system that's as Mickey Mouse as this. You're going to
have this over and over and over, and next year you may be the
guy that's arguing against it because you didn't win ••• name of
the game ••• let's get together later. Anybody else suffering from
ingrown words out there that has to say something? Because I'm
leaving.
MR. BYRUM: Well, I don't know about you but I'm hungry.
CHAIRMAN FLOYD: No, I'm not hungry, I've got places to
go and things to do. I'm on a diet. You're back?
MR. CHAMBERS: Well, my name's been mentioned a couple
times, Mr. Floyd, so I figured ••••
CHAIRMAN FLOYD: Well, that doesn't mean anything here.
This isn't a court of law.
MR. CHAMBERS: Well, this won't take but a few
minutes ••••
CHAIRMAN FLOYD: You bet it won't.
MR. CHAMBERS: I just want to make a few points for the
record. We get all our ride safety statistic information from
the Federal Consumer Product Safety Commission. If Mr. Davis
knows of any other source •..
CHAIRMAN FLOYD: Very impressive ••• very impressive.
MR. CHAMBERS: ••• I know of no other source.
CHAIRMAN FLOYD: Very impressive.
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